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TUESDAY, OCTOBER 20, 1959 


U.S. Senate, 
CoMMITTEE ON INTERSTATE AND ForeIGN COMMERCE, 
Council Chambers, Ketchikan, Alaska. 

Senator Barrierr. The meeting will come to order. 

This is the first Alaska meeting, October 20, 1959, of the Senate 
Interstate and Foreign Commerce Committee, meeting here in Ketchi- 
kan, on various bills, having to do with Alaska, specifically, several 
transportation bills. However, the committee will be glad to hear 
witnesses who do not desire to testify specifically on the measures 
before us, but who, instead, want to talk on other, and perhaps gen- 
eral problems, 

My name is FE. L. “Bob” Bartlett, a member of the Senate commit- 
tee; and at my immediate right is Frank L. Barton, transportation 
counsel for the committee; and at his right, is Harold I. Baynton, 
chief counsel for the Senate committee. ‘The committee is pleased to 
have with it, also, traveling through Alaska, we hope, Mr. Laurence 
Walrath, a member of the Interstate Commerce Commission, and Mr. 
Whitehouse, of his staff; also Mr. William Thompson, of the Associa- 
tion of American Railroads; and we are very pleased that Commis- 
sioner Romick, head of the State department of commerce, is with us; 
and we expect to be joined by others, as we proceed up the coast. Our 
hearings will terminate in Fair banks, some days from now. 

It is a particular pleasure for me to be here again, in Ketchikan, 
and see so many of my old friends. 

There are before us, as I said, a number of bills, pertaining mainly 
to transportation, which the people of Alaska have an interest; and 
I might add, that this interest concerning these transportattion bills 
extends likewise to Haw aii, and I am told, Puerto Rico, and perhaps 
other sections of the country. 

Notices were issued several weeks ago that hearings were to be held, 
and the people of Ketchikan were invited to appear, and urged to 
express themselves on these bills. 

Before we hear the first witness, who will be none other than the 
mayor of Ketchikan, Mr. Richard Hardcastle, I shall give a brief 
description of each of the bills on which the hear ings are being held: 

1. S. 1507, to make the Interstate Commerce Act applicable to trans- 
= by water between Alaska ports and other ports in the United 

tates 

2. S. 1508, to provide for economic regulation of the Alaska Railroad 
under the Interstate Commerce Act. 

3. S. 2451, H.R. 8521, and H.R. 8564, companion bills, to establish 
a joint board for thr ough routes and joint rates and to make manda- 


Note.—Professional staff member assigned to these hearings Frank L. Barton. 
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tory through routes and joint rates by carriers engaged in transpor- 
tation of property between Alaska or Hawaii, and other States. 

4. 8, 2452, ALR. 8520, and H.R. 8565, companion bills, to establish 
a joint board and to permit the filing of through routes and joint 
rates for carriers engaged in transportation of property between 
Alaska or Hawaii and the other States. 

5. S. 2514, to establish the Alaska Railroad as a Government 
corporation. 

6. H.R. 6244, to provide grandfather rights for motor carriers and 
freight forwarders operating within Alaska and between Alaska and 
other States and for other water carriers operating within Alaska; 
to provide for Interstate Commerce Commission regulation of the 
Alaska Railroad; and to make the Interstate Commerce Act applicable 
to for-hire water carriers operating between ports of Alaska and 
ports of other States. 

I will insert copies of the above-mentioned bills into the record at 
this point. 


[S. 1507, 86th Cong., 1st sess.] 


A BILL To make the Interstate Commerce Act, as amended, applicable to transportation 
by water between ports in the State of Alaska and other ports in the United States, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) the Shipping Act, 1916, as 
amended; the Intercoastal Shipping Act, 1933, as amended; and section 27(b) 
of the Act of July 7, 1958 (72 Stat. 339), providing for the admission of Alaska 
into the Union, are hereby repealed insofar as they are inconsistent with any 
provision of the Interstate Commerce Act, as amended, and insofar as they 
provide for the regulation of the transportation of persons or property by water 
between places in Alaska and places in the other States of the United States or 
the District of Columbia, or between places in Alaska. This provision shall not, 
however, be construed to repeal section 205 of the Merchant Marine Act, 1936 
(46 U.S.C. 1115), as amended, or any provision of law providing penalties for 
violations of such section 205; the third sentence of section 2 of the Intercoastal 
Shipping Act, 1933, as amended (46 U.S.C. 844) as extended by section 5 of such 
Act, or any provision of law providing penalties for violations of section 2; the 
provisions of the Shipping Act, 1916, as amended, insofar as such Act provides 
for the regulation of persons included within the term “other persons subject 
to this Act”, as defined in such Act, but this reservation shall not include per- 
sons who do not operate vessels but who have been held to be water common 
earriers under that Act or the Shipping Act, 1933, regardless as to whether such 
persons are water common carriers subject to part III of the Interstate Commerce 
Act or freight forwarders under part IV of that Act; sections 27 and 28 of the 
Merchant Marine Act, 1920 (46 U.S.C. 883, 884) ; the provisions of section 15 of 
the Shipping Act, 1916, as amended (46 U.S.C. 814), so as to prevent any water 
earrier subject to the provisions of the Interstate Commerce Act from entering 
into any agreement under the provisions of such section 15 with respect to 
transportation not subject to the provisions of the Interstate Commerce Act in 
which such carrier may be engaged; any law of navigation, the admiralty juris- 
diction of the courts of the United States, liabilities of vessels and their owners 
for loss or damage, or laws respecting seamen, or any other maritime law, regu- 
lation, or custom not in conflict with the provisions of the Interstate Commerce 
Act. 

(b) Except to the extent that they are required by the Federal Maritime Board 
in connection with its continued jurisdiction, all files, reports, records, tariff 
schedules, vontracts, agreements, and other documents in the possession of the 
Board relating to the regulation of transportation by water between places in 
Alaska and other places in the United States and between places in Alaska, and 
earriers engaged in such transportation, shall be transferred to the Interstate 
Commerce Commission. To the extent that such records and documents are re- 
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tained by the Federal Maritime Board, copies thereof shall be furnished to the 
Interstate Commerce Commission upon request. 

(c) Notwithstanding the provisions of paragraph (a) of this section, all 
orders, rules, regulations, tariffs, contracts, or agreements, pertaining to trans- 
portation by water between places in Alaska and other places in the United 
States and between places in Alaska, to the extent they were issued, authorized, 
approved, entered into, or filed pursuant to authority of the Federal Maritime 
Board or under any provision of law repealed by this Act, shall continue in force 
and effect until lawfully changed by act of the parties involved or until changed 
modified, or set aside by action of the Commission. 

(d) Any proceeding, hearing, or investigation commenced or pending before 
the Federal Maritime Board at the time this section takes effect, to the extent 
that it relates to the administration of any provision of law repealed by this Act, 
shall be continued or otherwise acted upon by the Commission as though such 
proceeding, hearing, or investigation had been instituted under the provisions of 
the Interstate Commerce Act. 

(e) Any pending judicial proceeding arising under any provision of law re- 
pealed by the provisions of this Act shall be continued, heard, and determined 
in the same manner and with the same effect as if the said provisions had not 
been repealed; except that in the case of any such proceeding to which the Fed- 
eral Maritime Board is a party, the court, upon motion or supplemental peti- 
tion, may direct that the Commission be substituted for the Federal Maritime 
Board as a party to the proceeding or made an additionai party thereto. 

(f) If any provision of this Act or the application thereof to any person, or 
commerce, or circumstance is held invalid, the remainder of the Act and the 
application of such provision to other persons, or commerce, or circumstances 
shall not be affected thereby. 

Sec. 2. Section 306(a) of the Interstate Commerce Act, as amended (49 U.S.C. 
906(a)), is amended by adding at the end thereof the following: “Provided, 
That tariffs (or copies thereof) of common carriers by water containing rates, 
fares, charges, classifications, rules, regulations, and practices for the transpor- 
tation in interstate or foreign commerce of passengers or property between 
places in Alaska and between places in Alaska and other places in the United 
States in effect and on file with the Federal Maritime Board pursuant to the 
requirements of the Shipping Act of 1916, as amended, or the Intercoastal Ship- 
ping Act of 1933, as amended, shall be transferred to the Commission and shall 
be deemed to be filed with the Commission pursuant to the requirements of the 
Interstate Commerce Act as of the date this amendment takes effect. Tariffs 
showing all other rates, fares, charges, classifications, rules, regulations, and 
practices for transportation by water common carriers between places in Alaska 
and other places in the United States, and between places in Alaska, which are 
made subject to this part by virtue of the enactment of this Act, shall be filed 
as provided in this part not later than one hundred and eighty days after the 
date on which this amendment takes effect.” 

Sec. 3. Section 306(e) of the Interstate Commerce Act, as amended (49 U.S.C. 
909(e)), is amended by adding at the end thereof the following new sentence: 
“Schedules showing the minimum rates, charges, rules, regulations, or practices 
for transportation by water contract carriers between places in the United 
States and places in Alaska, and between places in Alaska over the high seas, 
which are made subject to this part by virtue of the enactment of this Act, 
Shall be filed as provided in this part not later than one hundred and eighty days 
after the date on which this amendment takes effect.” 

Sec. 4. Section 309(a) of the Interstate Commerce Act, as amended (49 U.S.C. 
909(a)) is amended by inserting the figure “(1)” immediately after subsection 
designation “(a)” and by adding the following new paragraph: 

“(2) Subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on the date on which this paragraph takes effect, as 
a common carrier by water, in interstate or foreign commerce, between ports in 
Alaska and other ports in the United States, or between ports in Alaska over the 
high seas, and has so operated since that time (or if engaged in furnishing 
Seasonal service only, was engaged in such operations in the year 1958 during the 
Season ordinarily covered by its operations, and such operations have not been 
discontinued), except in either instance as to interruptions of service over which 
such person or his predecessor in interest had on control, a certificate shall be 
issued authorizing such operations, without further proceedings, if application 
for such certificate is made as provided herein on or before July 1, 1959. Pending 
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the determination of any such application, the continuance of such operations 
without a certificate shall be lawful. Applications for certificates under this 
paragraph shall be filed with the Commission in writing, and in such form, contain 
such information, and be accompanied by proof of service upon such interested 
parties as the Commission shall require.” 

Sec. 5. Section 309(f) of the Interstate Commerce Act, as amended (49 
U.S.C. 909(f), is amended by inserting the figure “(1)” immediately after 
subsection designation ‘‘(f)” and by adding the following new paragraph: 

“(2) Subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on the date on which this paragraph takes effect 
as a contract carrier by water, in interstate or foreign commerce, between ports 
in Alaska and other ports in the United States, or between ports in Alaska over 
the high seas, and has so operated since that time (or if engaged in furnishing 
seasonal service only, was engaged in such operations in the year 1958 during 
the season ordinarily covered by its operations, and such operations have not 
been discontinued), except in either instance as to interruptions of service over 
which such person or his predecessor in interest had no control, a permit shall 
be issued authorizing such operations, without further proceedings, if applica- 
tion for such permit is made as provided herein on or before July 1, 1959. 
Pending the determination of any such application, the continuance of such 
operations without a permit shall be lawful. Applications for permits under 
this paragraph shall be filed with the Commission in writing, and in such form, 
contain such information, and be accompanied by proof of service upon such 
interested parties as the Commission shall require.” 

Sec. 6. Section 405(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 1005(a)), is amended by adding at the end thereof the following: 
“Tariffs (or copies thereof) containing rates, charges, classifications, rules, 
regulations, and practices for the transportation of property in interstate or 
foreign commerce by water between places in Alaska and other places in the 
United States, or between places in Alaska, filed with the Federal Maritime 
Board pursuant to the Shipping Act of 1916, as amended, or the Intercoastal 
Shipping Act of 1933, as amended, by persons whose operations are those of a 
common carrier by water under the mentioned Acts, but whose operations are 
those of a freight forwarder under the Interstate Commerce Act, as amended, 
and in effect on the date this amendment takes effect shall be transferred to 
the Commission and shall be deemed to be filed with the Commission pursuant 
to the requirements of the Interstate Commerce Act as of the date on which 
this amendment takes effect.” 

Seo. 7. Section 410(a) of the Interstate Commerce Act, as amended (49 U.S.C. 
1010(a)), is amended by inserting the figure ‘‘(1)” immediately after the sub- 
section designation “(a)”, and by adding the following new paragraph: 

“(2) If any person (or his predecessor in interest) whose operations were 
those of a common carrier by water under the Shipping Act of 1916, as amended, 
or the Intercoastal Shipping Act of 1933, as amended, but whose operations are 
those of a freight forwarder under the Interstate Commerce Act, as amended, 
was in operation in interstate commerce, on the date on which this paragraph 
takes effect, between places in Alaska and other places in the United States, or 
between places in Alaska over the high seas, and has so operated since that 
time (or if engaged in furnishing seasonal service only, was engaged in such 
operations in the year 1958 during the season ordinarily covered by its opera- 
tions, and such operations have not been discontinued), except in either instance 
as to interruptions of service over which such person or his predecessor in 
interest had no control, a permit shall be issued authorizing such operations 
as a freight forwarder without further proceedings, if application for such 
permit is made as provided herein on or before July 1, 1959. Pending the 
determination of any such application the continuance of such operations without 
a permit shall be lawful. Applications for permits under this paragraph shall 
be filed with the Commission, in writing, and in such form, contain such infor- 
mation, and be accompanied by proof of service upon such interested parties 
as the Commission shall require.” 


{S. 1508, 86th Cong., 1st sess.] 


A BILL To provide for economic regulation of the Alaska Railroad under the Interstate 
Commerce Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first paragraph of section 1 of the 
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Act of March 12, 1914 (38 Stat. 305), as amended (48 U.S.C. 301), is amended 
to read as follows: 

“The President of the United States is empowered, authorized, and directed to 
adopt and use a name by which to designate the railroad or railroads and proper- 
ties to be located, owned, acquired, or operated under the authority of sections 
301, 302, and 303-308 of this title; to employ such officers, agents, or agencies, in 
his discretion, as may be necessary to enable him to carry out the purposes of said 
sections; to authorize and require such officers, agents, or agencies to perform 
any or all of the duties imposed upon him by the terms of said sections; to detail 
and require any officer or officers in the Engineer Corps in the Army or Navy to 
perform service under said sections ; to fix the compensation of all officers, agents, 
or employees appointed or designated by him; to designate and cause to be 
located a route or routes for a line or lines of railroad in the State of Alaska not 
to exceed in the aggregate one thousand miles, to be so located as to connect one 
or more of the open Pacific Ocean harbors on the southern coast of Alaska with 
the navigable waters in the interior of Alaska, and with a coal field or fields so 
as best to aid in the development of the agricultural and mineral or other 
resources of Alaska, and the settlement of the public lands therein, and so as to 
provide transportation of coal for the Army and Navy, transportation of troops, 
arms, munitions of war, the mails, and for other governmental and public uses 
and for the transportation of passengers and property; to construct and build a 
railroad or railroads along such route or routes as he may so designate and 
locate, with the necessary branch lines, feeders, sidings, switches, and spurs; to 
purchase or otherwise acquire all real and personal property necessary to carry 
cut the purposes of said sections; to exercise the power of eminent domain in 
acquiring property for such use which use is declared to be a public use, by 
condemnation in the courts of Alaska in accordance with the laws now or here- 
after in force there; to acquire rights-of-way, terminal grounds, and all other 
rights; to purchase or otherwise acquire all necessary equipment for the con- 
struction and operation of such railroad or railroads; to build or otherwise 
acquire docks, wharves, terminal facilities, and all structures needed for the 
equipment and operation of such railroad or railroads; to establish, change, or 
modify rates for the transportation of passengers and property; to receive com- 
pensation for the transportation of passengers and property, and to perform 
generally all the usual duties of a common carrier by railroad ; to make and estab- 
lish rules and regulations for the control and operation of said railroad or rail- 
roads: Provided, however, That effective one hundred and eighty days after the 
enactment of this amendment, and thereafter, the operation of the said railroad 
or railroads and the facilities and equipment thereof shall be subject to the 
provisions of part I of the Interstate Commerce Act, as amended, and related 
Acts, including Acts relating to the safety of operations by railroads and the 
Pxplosives and Combustibles Act (U.S.C., title 18, ch. 39), in the same manner 
and to the same extent as if such railroad or railroads and facilities were 
privately owned and operated, except that approval of the Interstate Commerce 
Commission shall not be required for any extension of such railroad or railroads 
or for the issuance of securities. No free pass or free or reduced rate or fare 
transportation shall be given except as permitted by the provisions of part I of 
the Interstate Commerce Act. The President is empowered and authorized in 
his discretion to lease the said railroad or railroads, or any portion thereof, 
including telegraph and telephone lines, after completion under such terms as he 
may deem proper, but no lease of such railroad or railroads shall be for a longer 
period than twenty years and no other lease authorized in sections 301, 302, and 
803-308 of this title shall be for a longer period than fifty-five years, or in the 
event of failure to lease, to operate the same until the further action of Congress. 
If the said railroad or railroads, including telegraph and telephone lines, are 
leased under the authority given under said sections, they shall be operated by 
the lessee under the jurisdiction and control of the provisions of the interstate 
commerce laws. The President also is empowered and authorized to purchase, 
condemn, or otherwise acquire upon such terms as he may deem proper, any 
other line or lines of railroad in Alaska which may be necessary to complete the 
construction of the line or lines of railroad designated or located by him. The 
price to be paid in case of purchase shall in no case exceed the actual physical 
value of the railroad, to make contracts or agreements with any railroad or 
steamship company or vessel owner for joint transportation of passengers or 
property over the road or roads herein provided for, and such railroad or steam- 
ship line or by such vessel, and to make such other contracts as may be necessary 
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to carry out any of the purposes of said sections; to utilize in carrying on the 
work herein provided for any and all machinery, equipment, instruments, mate- 
rial, and other property of any sort whatsoever used or acquired in connection 
with the construction of the Panama Canal, so far and as rapidly as the same is 
no longer needed at Panama, and the successors to the Isthmian Canal Commis- 
sion are authorized to deliver said property to such officers or persons as the 
President may designate, and to take credit therefor at such percentage of its 
original cost as the President may approve, but this amount shall not be charged 
against the fund provided for in said sections.” 


[S. 2451, 86th Cong., Ist sess.] 


A BILL To establish a joint board and to require mandatory through routes and joint 
rates for carriers serving Alaska, Hawaii, and the other States 


Be it enacted by the Senate nad House of Representatives of the United States 
of America in Congress assembled, That it is hereby declared to be the purpose 
of this Act to foster sound economic coordination of transportation services by 
air, land, and water in the interest of domestic and foreign commerce and na- 
tional security of the United States by the establishment of through routes and 
joint rates by carriers subject to regulation by the several transportation agen- 
cies. 

Sec. 2. (a) There is hereby created a board to be known as the Joint Board for 
Through Routes and Joint Rates (hereinafter referred to as the Joint Board). It 
shall be composed of one member selected by the Chairman of the Interstate 
Commerce Commission from among the Commissioners thereof, one member se- 
lected by the Chairman of the Federal Maritime Board from among the members 
thereof, and one member selected by the Chairman of the Civil Aeronautics 
Board from among the members thereof. The Joint Board shall elect a Chairman 
from the membership of the Board. The members of the Joint Board shall serve 
as members for a period of one year, but shall be eligible for reelection. In case 
of a vacancy a member shall be selected to serve the remainder of the year in 
the same manner as the predecessor was selected. A quorum of the Joint Board 
shall consist of two members. 

(b) The Joint Board is authorized, without regard to the civil service and 
classification laws, to appoint and prescribe the duties and fix the compensa- 
tion of a secretary of the Board. The Joint Board is authorized to use, with 
their consent, the available office space, services, supplies, equipment, person- 
nel, and facilities of the Interstate Commerce Commission, the Federal Mari- 
time Board, and the Civil Aeronautics Board in carrying out the functions of the 
Joint Board under this Act, such use to be subject to the supervision of the 
Directon of the Bureau of the Budget. 

Sec. 3. (a) The Joint Board is authorized and directed to prescribe rules and 
regulations and issue such orders as may be necesSary or appropriate to carry 
out the purposes of this Act. 

(b) All orders of the Joint Board, other than orders for the payment of money, 
shall take effect within such reasonable time, not less than thirty days, and shall 
continue in force until its further order, or for a specified period of time as 
shall be prescribed in the order, unless the same shall be suspended or modified 
or set aside by the Joint Board, or be suspended or set aside by a court of com- 
petent jurisdiction. It shall be the duty of every carrier subject to this Act, 
its agents and employees, to observe and comply with such orders so long as 
they remain in effect. 

(c) Orders of the Joint Board shall be enforcible and reviewable as provided 
by law with respect to the orders of the Interstate Commerce Commission. 

Sec. 4. It shall be the duty of every common carrier by rail subject to part I, 
every common carrier by motor vehicle subject to part II, or common carrier 
by water subject to part III of the Interstate Commerce Act, as amended, and of 
every common carrier subject to the Shipping Act, 1916, as amended, or the 
Intercoastal Shipping Act, 1983, as amended and of every carrier subject to the 
Federal Aviation Act of 1958 (except any such carrier subject to any of such 
Acts engaged exclusively in foreign trade) to establish through routes with other 
such carriers subject to any other such Act. It shall be the duty of such car- 
riers to establish, and observe, and enforce just and reasonable joint rates, fares, 
charges, and classifications applicable to such through routes. In case of such 
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joint rates, charges, and classifications, it shall be the duty of the carriers par- 
ties thereto to establish just and reasonable regulations and practices in connec- 
tion therewith and just and reasonable and equitable divisions thereof, as between 
the parties participating therein, which shall not unduly prefer or prejudice any 
such participating carriers. The appropriate tariffs shall be filed with the Joint 
Board by issuing carrier and with the respective agencies regulating the 
local rates, fares, or charges of the carriers participating in such joint tariffs. 

Sec. 5. If any carrier, subject to section 4 of this Act, proposes to establish 
a through route or joint rate and, if any carrier subject to a different regulatory 
agency fails or refuses to join in the establishment of such through route or 
joint rate as proposed, such carrier shall file schedules and tariffs or through 
routes and joint rates and classifications in which it proposes to participate, 
with the agency to which it is subject, and with the Joint Board. The Joint 
Board may order the establishment of the proposed through route or joint rates 
if it determines such route and rates and related provisions to be in the publie 
interest in accord with the purposes of this Act. 

Sec. 6. (a) The Joint Board may, and it shall, whenever deemed by it to be 
necessary or desirable in the public interest, after full hearing upon complaint 
or upon its own initiative without complaint, establish through routes, joint 
classifications, and joint rates, fares, or charges by carriers subject to section 4 
of this Act, or the maxima or minima, or the maxima and minima, to be charged, 
and the divisions of such rates, fares, or charges, and the terms and conditions 
under which such through routes shall be operated. 

(b) Whenever there shall be filed with the Joint Board any schedule stating 
a new joint rate, fare, or charge, or any new joint classification, or any new 
joint regulation or practice affecting any rate, fare, or charge, the Joint Board 
is authorized, either upon complaint, or upon its own initiative without com- 
plaint, at once, and if it so orders without answer or other formal pleading by 
the interested carrier or carriers, but upon reasonable notice, to enter upon a 
hearing concerning the lawfulness of such rate, fare, charge, classification, regu- 
lation, or practice. Pending such hearing and decision thereon, the Joint Board 
after filing and giving to the carrier or carriers affected thereby a statement in 
writing of reasons for suspension, may from time to time suspend the operation 
of such schedule and defer the use of such rate, fare, charge, classification, regu- 
lation, or practice, but not for a longer period than seven months beyond the 
time when it would otherwise go into effect, and after full hearing, the Joint 
Board may make such order with reference to the matter as would be proper 
in a proceeding initiated after it had become effective. If the proceeding has 
not been concluded and an order made within the period of suspension, the 
proposed change of rate, fare, charge, classification, regulation, or practice 
shall go into effect at the end of such period ; but in case of a proposed increased 
joint rate or charge for or in respect to the transportation of property, the 
Joint Board may by order require the interested carriers to keep accurate ac- 
count in detail of all amounts received by reasons of such increase, specifying by 
whom and in whose behalf such amounts are paid, and upon completion of the 
hearing and decision may by further order require the interested carrier or 
earriers to refund, with interest, to the persons in whose behalf such amounts 
were paid, such portion of such increased rates or charges as by its decision shall 
be found not justified. At any hearing involving a change in a joint rate, fare, 
or charge, or joint classification, or in a joint rule, regulation, or joint practice, 
the burden of proof shall be upon the carrier to show that the proposed changed 
joint rate, fare, charge, or joint classification, rule, regulation, or practice is 
just and reasonable, and the Joint Board shall give to the hearing and decision 
of such questions preference over all other questions pending before it and decide 
the same as speedily as possible. 

Sec, 7. The initial Joint Board constituted under this Act shall examine into 
means and methods of fully attaining the purpose of this Act and shall report 
its recommendations for additional legislation necessary for such purpose to the 
President and to the Congress upon the termination of one year from the date 
of enactment of this Act. 

Sec. &. The initial members of the Joint Board shall be selected within sixty 
days after the date of enactment of this Act, and this Act shall take effect sixty 
days after its enactment. 

Sec. 9. Those provisions of the Interstate Commerce Act, as amended, the 
Shipping Act, 1916, as amended, the Intercoastal Shipping Act, 1933, as amended, 
and the Federal Aviation Act, are hereby superseded insofar as they are contrary 
to any provision of this Act. 
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[S. 2452, 86th Cong., 1st sess. ] 


A BILL To establish a joint board and to permit the filing of through routes and joint 
rates for carriers serving Alaska, Hawaii, and the other States 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) the Chairman of the Civil 
Aeronautics Board, the Federal Maritime Board, and the Interstate Commerce 
Commission shall designate, from time to time, a like number of members or 
examiners of each to act as a joint board to consider and pass upon matters 
referred to such joint board as provided in subsection (c) of this section. The 
joint board is authorized, without regard to the civil service and classification 
laws, to appoint and prescribe the duties and fix the compensation of a secretary 
of the joint board. The joint board is autherized to use, with their consent, the 
available office space, services, supplies, equipment, personnel, and facilities 
of the Interstate Commerce Commission, the Federal Maritime Board, and the 
Civil Aeronautics Board in carrying out the functions of the joint board under 
this Act, such use to be subject to the supervision of the Director of the Bureau 
of the Budget. 

(b) Air carriers subject to the Federal Aviation Act of 1958, common carriers 
subject to the Interstate Commerce Act, as amended, and common carriers by 
water subject to the Shipping Act, 1916, as amended, or the Intercoastal Shipping 
Act, 1933, as amended (including persons who do not operate vessels but who 
have been held to be common carriers by water under the Shipping Act, 1916, as 
amended, or the Intercoastal Shipping Act, 1933, as amended), may establish 
reasonable through service and joint rates, fares, and charges with any other 
such common ¢arriers in connection with the transportation of property be- 
tween the State of Alaska or the State of Hawaii, and other States; except that 
with respect to transportation of property, air carriers not directly engaged in 
the operation of aircraft in air transportation (other than companies engaged 
in the air express business) may not establish joint rates or charges, under the 
provisions of this subsection, with common carriers subject to the Interstate 
Commerce Act, the Shipping Act, 1916, as amended, and the Intercoastal Ship- 
ping Act, 1933, as amended. It shall be the duty of the carriers parties thereto 
to file tariffs with their respective regulatory agencies, establishing just and 
reasonable rates, fares, or charges and just and reasonable classifications, rules, 
regulations, and practices affecting such rates, fares, or charges, or the value 
of the service thereunder, and if joint rates, fares, or charges shall have been 
established with respect to such through service, just, reasonable, and equitable 
divisions of such joint rates, fares, or charges as between the carriers participat- 
ing therein shall be made but not filed. 

(c) Matters relating to such through service and joint rates, fares, or 
charges shall be referred by the Civil Aeronautics Board, Federal Maritime 
Board, or the Interstate Commerce Commission, upon complaint or upon its own 
initiative, to a joint board created as provided in subsection (a) of this section. 
Complaints may be made to the Civil Aeronautics Board, Federal Maritime 
Board, or the Interstate Commerce Commission with respect to any matter which 
shall be referred to a joint board under this subsection. 

(d) With respect to matters referred to any joint board as provided in sub- 
section (c) of this section, if such board finds, after notice and hearing, that any 
such joint rate, fare, or charge, or classification, rule, regulation, or practice, 
affecting such joint rate, fare, or charge or the value of the service thereunder 
is or will be unjust, unreasonable, unjustly discriminatory, or unduly preferential 
or prejudicial, or that any division of any such joint rate, fare, or charge, is or 
will be unjust, unreasonable, inequitable, or unduly preferential or prejudicial as 
between the carriers parties thereto, it is authorized and directed to take the 
same action with respect thereto as the Interstate Commerce Commission is 
empowered to take with respect to any joint rate, fare, or charge, between com- 
mon carriers, by motor vehicles or any divisions thereof, or any classification, 
rule, regulation, or practice affecting such joint rate, fare, or charge or the value 
of the service thereunder. Pending such hearing and decision thereon, the joint 
board after filing and giving to the carrier or carriers affected thereby a state- 
ment in writing of reasons for suspension, may from time to time suspend the 
operation of such schedule and defer the use of such rate, fare, charge, classifica- 
tion, regulation, or practice but not for a longer period than seven months beyond 
the time when it would otherwise go into effect, and after full hearing, the joint 
board may make such order with reference to the matter as would be proper in 
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a proceeding initiated after it had become effective. If the proceeding has not 
been concluded and an order made within the period of suspension, the proposed 
change of rate, fare, charge, classification, regulation, or practice shall go into 
effect at the end of such period; but in case of a proposed increased joint rate 
or charge for or in respect to the transportation of property, the joint board may 
by order require the interested carriers to keep accurate account in detail of 
all amounts received by reasons of such increase, specifying by whom and in 
whose behalf such amounts are paid, and upon completion of the hearing and 
decision may by further order require the interested carrier or carriers to refund, 
with interest, to the persons in whose behalf such amounts were paid, such por- 
tion of such increased rates or charges as by its decision shall be found not 
justified. At any hearing involving a change in a joint rate, fare, or charge, or 
joint classification, or in a joint rule, regulation, or joint practice, the burden of 
proof shall be upon the carrier to show that the proposed changed joint rate, 
fare, charge, or joint classification, rule, regulation, or practice is just and 
reasonable, and the joint board shall give to the hearing and decision of such 
questions preference over all other questions pending before it and decide the 
same as speedily as possible. 

(e) The joint board shall have the power to make or amend such general 
rules, regulations, or orders as may be requisite for the order and regulation 
of proceedings before it. Any member of the joint board may administer oaths 
and affirmations and the joint board shall have the power to issue subpenas 
requiring the attendance and testimony of witnesses and the production of all 
books, papers, and documents relating to any matter coming within its jurisdic- 
tion. Every vote and official act of the joint board shall be centered of record 
and such record shall be made public upon the request of any party interested. 
A majority of the joint board shall constitute a quorum for the transaction of 
business. 

(f) Orders of the joint board, shall be enforcible in the same manner as 
provided in section 16(12) of the Interstate Commerce Act, and reviewable as 
provided in title 28, United States Code, sections 2321-2325, inclusive. 

(g) Those provisions of the Interstate Commerce Act, as amended, the Ship- 
ping Act, 1916, as amended, the Intercoastal Shipping Act, 1933, as amended, the 
Act of July 7, 1958 (72 Stat. 339), providing for the admission of Alaska into the 
Union and the Act of March 18, 1959 (73 Stat. 4), providing for the admission 
of Hawaii into the Union are hereby superseded insofar as they are contrary 
to any provision of this Act. 

(h) The initial joint board constituted under this Act shall examine into 
means and methods for fully attaining the purpose of this Act and shall report 
its recommendations for additional legislation necessary for such purpose to the 
President and to the Congress upon the termination of one year from the date 
of enactment of this Act. 


[S. 2514, 86th Cong., 1st sess.] 


A BILL To repeal the Act of March 12, 1914 (38 Stat. 305), authorizing the construction 
and operation of a railroad in Alaska to incorporate the Alaska Railroad Company, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That for the purpose of aiding the develop- 
ment of the State of Alaska and the resources thereof through the establish- 
ment, maintenance, and operation of adequate transportation facilities, and for 
the purpose of strengthening the military defenses of the United States, there is 
hereby created a body corporate to be known as the Alaska Railroad Company, 
hereinafter referred to as the “Company.” 'The Company shall be subject to 
the direction and supervision of the Sectary of the Interior. 

Sec. 2. The Company shall have its principal offices at the city of Anchorage 
in the State of Alaska and in the District of Columbia and shall be deemed, for 
purposes of venue in civil actions, to be a resident of each jurisdiction. The 
Company may establish offices in such other place or places as it may deem 
necessary or appropriaite in the conduct of its business. 

Sec. 3. The Company is authorized to perform within the State of Alaska and 
between the State of Alaska and other States all of the usual duties of a com- 
mon carrier by railroad, including the construction of facilities and equip- 
ment; the operation and maintenance of docks, wharves, barge slips, and ware- 
houses; the operation and maintenance of river boats, ocean steamships, and 
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barges, and the performance of the duties of a common carrier by water; the 
operation of motor trucks and buses as a common Carrier; the construction, 
operation, and maintenance of communication facilities by wire or wireless; 
the construction, operation, and maintenance of pipelines; and the operation 
of hotels and commissaries, all as may be necessary and incidental to the carry- 
ing out of the purposes of this Act: Provided, That the Company shall not un- 
dertake any new types of activities not included in the budget pregram sub- 
mitted pursuant to section 102 of the Government Corporation Control Aci 
(50 Stat. 597, 598), as amended (31 U.S.C. $47). 

Sec. 4. To carry out the purposes of this Act, the Company shall have the 
following general powers: 

(a) To have perpetual succession unless dissolved by Act of Congress. 

(b) To adopt, alter, and use a corporate seal, which seal shall be judicially 
noticed. 

(c) To adopt, amend, and repeal bylaws governing the conduct of its busi- 
ness and the performance of the powers and duties granted to or imposed 
upon it by law. 

(d) To acquire, in any lawful manner, any property, real, personal, or mixed, 
tangible or intangible, or any interest therein; to hold, maintain, use, and 
operate the same; and to sell, lease, or otherwise dispose of the same at such 
time, in such manner, and to the extent deemed necessary or appropriate to 
‘arry out the authorized corporate functions: Provided, That no lease shall be 
for a longer period than fifty-five years. 

(e) To accept gifts or donations of services or of property, real, personal, 
or mixed, tangible or intangible, in aid of any of the purposes herein authorized. 

(f) To enter into and perform such contracts, leases, cooperative agree- 
ments, or other transactions with any agency or instrumentality of the United 
States, or with any State, Territory, or possession, or with any political sub- 
division thereof, or with any person, firm, association, or corporation, as may 
be deemed necessary or appropriate to carry out the purposes of this Act, and on 
such terms as may be prescribed by the Company, including contracts or agree- 
ments with an railroad, steamship company, vessel owner, or other common, 
contract, or private carrier for joint transportation of passengers or property 
over the facilities of the Company and the facilities of such railroad, steamship 
company, vessel owner, or other common, contract, or private carrier. 

(g) In order to permit to the extent practicable the adoption by the Com- 
pany of the personnel policies and practices of the railroad industry 

(i) without regard to the provisions of the civil service laws, except 
for the Veteran’s Preference Act of 1944, as amended, to appoint or hire 
such officers, agents, attorneys, and employees as may be necessary for the 
operation of the Company ; 

(ii) to delegate to them such powers and to prescribe for them such 
duties as may be deemed appropriate to the effective operation of the 
Company ; 

(iii) to fix and determine the wage and salary rates of all employees, 
including officials, supervisory and professional personnel, and personnel 
employed outside of Alaska; 

(iv) to establish hours of work, working rules, and working conditions 
generally ; 

(v) to establish monthly or annual salaries constituting pay for all serv- 
ices rendered by officials and supervisory and professional personnel, or 
other personnel consistent with practices of the industry, and section 23 of 
the Act of March 28, 1934 (48 Stat. 522), as amended (5 U.S.C., sec. 673¢), 
shall not apply to such officials or to such personnel ; 

(vi) to establish an efficiency or merit rating system; 

(vii) to establish rules governing hiring and appointment of employees, 
subject to the Veteran’s Preference Act of 1944, as amended ; 

(viii) to establish rules governing promotion, demotion, retention, dis- 
charge, layoff, recall, and seniority of employees, the settlement of griev- 
ances and disputes, and related personnel policies ; and 

(ix) to negotiate and enter into written agreements with duly authorized 
union representatives, which agreements may, without regard to the Vet- 
eran’s Preference Act of 1944, as amended relate to, but shall not be re- 
stricted to, wage rates and rules, promotion, demotion, retention, discharge, 
layoff, recall, and seniority of employees, and the settlement of grievances 
and disputes. 
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(h) To determine the character of and the necessity for its obligations and 
expenditures, and the manner in which they shall be incurred, allowed, and paid, 
subject to provisions of law specifically applicable to Government corporations. 

(i) To sue and to be sued in its corporate name in any court of competent 
jurisdiction: Provided, That nothing herein shall be construed to exempt the 
Company from the application of sections 507(b) and 2679 of title 28, United 
States Code, or of section 367 of the Revised Statutes (5 U.S.C. 516). 

(j) To execute, in accordance with its bylaws, all instruments necessary or 
appropriate in the exercise of any of its powers. 

(k) To have, in the payment of debts out of bankrupt or insolvent estates, 
the priority of the United States. 

(1) To settle and adjust claims held by it against other persons or parties and 
by other persons or parties against the Company. 

(m) To fix, change, or modify rates for the transportation of passengers or 
property, which rates shall be fair and reasonable and without unjust discrim- 
ination, but no free transportation or passes shall be permitted except that the 
provisions of the interstate commerce laws relating to the transportation of em- 
ployees and their families shall be in force as to the lines of the Company; and 
except also that the issuance of passes to ministers of religion, traveling secre- 
taries of Railroad Young Men’s Christian Associations, and persons exclusively 
engaged in charitable and eleemosynary work when engaged in their work in 
Alaska; to indigent, destitute, and homeless persons, inmates of hospitals and 
the necessary agents employed in such transportation; to newsboys on trains, 
persons injured in wrecks, and physicians and nurses attending such persons; 
the interchange of passes for the officers, agents, and employees of common 
carriers, and their families; and the carrying of passengers free with the object 
of providing relief in cases of general epidemic, pestilence, or other calamitous 
visitation is permitted: Provided, That all general rate increases or decreases, 
adopted subsequent to the effective date of this Act, shall be adopted and pub- 
lished in accordance with section 4 of the Administrative Procedure Act. 

(n) To enter into agreements with employees relative to the establishment 
of health, accident, and sickness benefit plans, and to participate in the cost 
thereof. 

(o) To take such actions as may be necessary or appropriate to carry out 
the powers herein or hereafter specifically conferred upon it. 

Sec. 5. Any common, contract, or private carrier by rail, water, or otherwise 
is authorized to enter into agreements with the Company regarding joint trans- 
portation as specified in section 4(f) of this Act. 

Sec. 6. The management of the Company shall be vested in a Board of Directors 
consisting of seven members who shall be appointed by the Secretary of the 
Interior and who shall serve at his pleasure. Four members of the Board shall 
be officers and employees of the United States, of whom one may, at the discre- 
tion of the Secretary, be the General Manager of the Company, and three mem- 
bers of the Board shall be public members. Of the three public members of the 
Board, two shall be persons experienced in the operation and management of 
railroads. 

The Secretary of the Interior shall designate the Chairman of the Board 
from among the members thereof. Qualifications of Board members shall in- 
clude demonstrated ability, attachment to the public interest, impartiality, and 
diversified experience. The Board shall be responsible for overall policymaking 
and general supervision. The Board shall meet at least quarterly, at least one 
of which meetings each calendar year shall be held in Alaska. The Board of 
Directors shall act only by a majority vote of those present at a meeting attended 
by a quorum, and such quorum shall consist of four directors. Subject to the 
foregoing limitation, vacancies in the membership of the Board shall not effect 
its power to act. The public members of the Board of Directors shall receive 
for their services compensation of not to exceed $50 per diem when actually 
engaged in the performance of their duties, and shall be entitled to travel 
expenses in accordance with section 5 of the Administrative Expenses Act of 
1946, as amended. 

The administrative functions of the Company shall be vested in a staff of 
full-time executive officers headed by a General Manager appointed by the 
Board. The General Manager shall be responsible to the Board for the execu- 
tion of programs and policies adopted by the Board and for the day-to-day 
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operations of the Company. Between meetings of the Board, the Chairman 
shall see that the Company faithfully executes the programs and policies 
adopted by the Board. 

Sec. 7. (a) As of the effective date of this Act, there is hereby conveyed to 
the Company all right, title, and interest of the United States in the assets of 
the agency known as the Alaska Railroad, constructed, owned, operated, and 
maintained by the United States in the State of Alaska or elsewhere, including 
all funds in the Alaska Railroad Revolving Fund, all rolling stock, equipment, 
supplies, machinery, tools, and rights in real estate, whether acquired by the 
Alaska Railroad by withdrawal from the public domain or by purchase by the 
United States Government. 

(b) To earry out the functions authorized by this Act, there is hereby estab- 
lished an Alaska Railroad Company Fund (referred to hereinafter as the 
“fund”). The capital of the fund shall consist of such amounts as may be 
advanced to it from appropriations, together with the value of assets trans- 
ferred to the fund, less the liabilities assumed, at the beginning of its opera- 
tions. The value of assets transferred shall be determined by the Company, 
taking into consideration original cost, less depreciation, the usable value to 
the transferee if clearly less than cost, obsolete and unusable inventories and 
other reasonably determinable shrinkages in value. 

(c) Such sums as may be required are authorized to be appropriated without 
fiscal year limitations. Advances shall be made to the fund from the appro- 
priations made therefor when requested by the Company. 

(d) The Company shall pay into miscellaneous receipts of the Treasury at 
the close of each fiscal year interest on advances to the fund made from moneys 
appropriated subsequent to the effective date of this Act, such interest to be 
at a rate determined by the Secretary of the Treasury, taking into consideration 
the current average market yields of outstanding marketable obligations of 
the United States. 

(e) Whenever any capital in the fund is determined by the Company to be 
in excess of its current needs, such capital shall be credited to the appropriation 
from which advanced, where it shall be held for future advances. 

(f) Receipts from any operations or transactions under this Act shall be 
credited to the fund. The fund shall be available for payment of all obligations 
and expenditures of the Company under this Act. 

(g) Appropriations are hereby authorized for payment to the Company of 
such amounts as may be shown in the annual budget program of the Company 
as necessary to cover actual losses of prior years sustained in the conduct of 
its activities. Amounts appropriated to the Company under authority of this 
subsection shall not be added to the amount of advances and shall not require 
payment of interest under subsection (d) of this section. 

Sec. 8. In addition to the public lands heretofore withdrawn from the public 
domain and transferred to the Alaska Railroad, and which are by the terms 
of this Act transferred to the Company on the effective date hereof, the Secre- 
tary of the Interior may hereafter, in such manner as he deems advisable, make 
reservation of such additional lands in the public domain in Alaska as are or 
may be necessary to the Company in carrying out the purposes of this Act. The 
Secretary of the Interior, pursuant to the Act of August 1, 1888, as amended, 
and the Act of February 26, 1931, as amended (40 U.S.C., secs. 257-258a, 258e), 
is authorized to act for or on behalf of the Company. In all patents for lands 
taken up, entered, or located in Alaska, there shall be expressed that there is 
reserved to the Company a right-of-way for the construction of railroads, tele- 
graph, and telephone lines to the extent of one hundred feet on either side of 
the centerline of any such road and twenty-five feet on either side of the center- 
line of any such telegraph or telephone lines. 

Sec. 9. Upon the request of the State of Alaska, or a political subdivision 
thereof in which property of the Company may be located, the Company is 
authorized to enter into an agreement, and to consent to the renewal or alterna- 
tion thereof, with such State or subdivision, for the payment by the Company of 
sums for services and facilities provided to the Company. Such sums shall be 
fixed in such agreement and shall be based upon the cost of the puplic of mu- 
nicipal services to be supplied for the benefit of the Company, but taking into 
consideration the benefits to be derived by such State or subdivision from the 
Company. 

Sec. 10. (a) With respect to train and engine service employees of the Com- 
pany engaged in road service, the straight time rate per hour for purposes of 
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overtime computations pursuant to section 23 of the Act of March 28, 1934 (48 
Stat. 552), as amended (5 U.S.C., sec. 673c), shall be the mileage rate for the 
basic day in the applicable class of service divided by eight. For purposes of 
section 23 of such Act, no payments to train and engine service employees of 
the Company in the form of arbitraries or constructive allowances shall be used 
to increase the straight time rate as defined in the preceding sentence or to in- 
crease the amount of overtime compensation otherwise due and payable. 

(c) The Company shall contribute from the respective 2ppropriation or fund 
used for payment of salaries, pay, or compensation, to the civil service retirement 
and disability fund, a sum as provided by section 4(a) of the Civil Service Re- 
tirement Act, as amended (5 U.S.C. 2254(a)), except that such sum shall be 
determined by applying to the total basis salaries (as defined in that Act) paid 
to the employees of the Company covered by that Act, the per centum rate de- 
termined annually by the Civil Service Commission to be the excess of the total 
normal cost per centum rate of the civil service retirement system over the 
employee deduction rate specified in said section 4(a). The Company shall also 
contribute at least quartely from such appropriation or fund, to the employees’ 
compensation fund, the amount determined by the Secretary of Labor to be the 
full cost of benefits and other payments made from the employees’ compensation 
fund on account of cases arising from injuries to its employees which may here- 
after occur. Such Company shall also pay into the Treasury as miscellaneous 
receipts that portion of the cost of administration of the respective funds attribu- 
table to its employees, as determined by the Civil Service Commission and the 
Secretary of Labor. The Company shall also pay the employer’s cost of em- 
ployees insurance, medical, unemployment and similar benefits now or hereafter 
provided by law to Federal employees generally. 

Sec. 11. (a) Section 101 of the Government Corporation Control Act (59 Stat. 
597), as amended (31 U.S.C. 846), is hereby amended by inserting therein the 
words “the Alaska Railroad Company.” 

(b) The Act of March 12, 1914 (38 Stat. 305), as amended (48 U.S.C. 301 and 
the following), is hereby repealed. 

(c) Section 441 of the Revised Statutes, as amended (5 U.S.C. 485), is amend- 
ed by striking out the words “1. Alaska Railroad.” and by renumbering para- 
graphs 2 through 13, inclusive, as paragraphs 1 through 12, respectively. 

(d) The Act of July 19, 1932 (47 Stat. 707; 48 U.S.C. 445a), subsection (a) of 
section 9 of the Act of August 2, 1989 (53 Stat. 1147, 1148), as amended (5 U.S.C, 
118i), subsection (a) of section 324 of the Public Health Service Act (58 Stat. 
682, 697; 42 U.S.C. 251(a)), and paragraph (14) of section 202 of the Classifi- 
cation Act of 1949 (63 Stat. 954, 956), as amended (5 U.S.C. 1082(14)), are 
amended by inserting the word “Company” after the words “Alaska Railroad.” 

(e) Subsection (e) of section 5 of the Civil Service Retirement Act, as amended 
(5 U.S.C. supp. V, sec. 2255(e)), is amended by striking out “, Territory of 
Alaska,” and inserting in lieu thereof the word “Company”. 

Seo. 12. The right to alter, amend, or repeal this Act is expressly reserved. 

Sec. 13. This Act shall become effective on July 1, 1959, or on the date of enact- 
ment, whichever occurs later. 


[H.R. 6244, 86th Cong., 1st sess.] 


A BILL To amend the Interstate Commerce Act, and certain other provisions of law, with 
respect to the regulation of surface transportation in interstate and foreign commerce 


to, from, and between points in the State of Alaska 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That this Act may be cited as the “Alaskan 
Interstate Commerce Act”. 


TITLE I—“GRANDFATHER” RIGHTS OF CERTAIN MOTOR CARRIERS, 
WATER CARRIERS, AND FREIGHT FORWARDERS 


COMMON CARRIERS BY MOTOR VEHICLE OPERATING IN INTERSTATE OR FOREIGN 
COMMERCE BETWEEN ALASKA AND OTHER STATES OR WITHIN ALASKA 


Sec. 101. Section 206(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 306(a)), is amended by adding at the end thereof the following new 
paragraphs: 

“(4) Subject to the provisions of section 210, any common carrier by motor 
vehicle which, on the date this paragraph takes effect, is the holder of a 
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certificate or certificates described in paragraph (2) of this subsection or 
issued under paragraph (3) of this subsection or section 207(a), authorizing 
transportation by motor vehicle between places in the United States of passengers 
or property in commerce between the United States and the Territory of Alaska, 
and on August 26, 1958, it or its predecessor in interest was engaged in the 
transportation of passengers or property as a common carrier by motor vehicle 
between places in the United States and places in Alaska, and such operations 
have been continued since that time (or if engaged in furnishing seasonal service 
only, was engaged in such operations in the year 1958 during the season ordinarily 
covered by its operations, and such operations have not been discontinued), 
except in either instance as to interruptions of service over which the carrier or 
its predecessor in interest had no control, shail be issued a certificate authorizing 
transportation to or from the points or areas in Alaska served by it, from or to 
all points in the other States of the United States designated in the above men- 
tioned certificate or certificates held by the carrier, of passengers or the class 
or classes of commodities specified therein, to the extent that under the said cer- 
tificate or certificates the carrier, prior to the date of admission of Alaska into 
the Union, was authorized to perform within the States all transportation 
required for through motor vehicle transportation by the carrier to or from 
places in the Territory of Alaska, without requiring further proof that public 
convenience and necessity will be served thereby and without further proceedings, 
if application for such certificate is made to the Commission as provided herein 
on or before July 1, 1959. Pending the determination of such application, the 
continuance of such operations without a certificate shall be lawful. Applications 
for certificates under this paragraph shall be made in writing to the Com- 
mission and shall be in such form and contain such information and be accom- 
panied by proof of service upon such interested parties as may be required by 
the Commission. 

(5) Subject to the provisions of section 210, if any person (or his predeces- 
sor in interest) was in operation on August 26, 1958, over any route or routes, 
or in any area or areas, aS a common carrier engaged in the transportation in 
interstate or foreign commerce of passengers or property by motor vehicle be- 
tween places in the Territory of Alaska, and has so operated in Alaska since that 
time (or if engaged in furnishing seasonal service only, was engaged in such 
operation in the year 1958 during the season ordinarily covered by its operations, 
and such operations have not been discontinued), except in either instance as to 
interruptions of service over which such person or his predecessor in interest had 
no control, a certificate shall be issued authorizing such operations without re- 
quiring further proof that public convenience and necessity will be served thereby, 
and without further proceeding, if application for such certificate is made as 
provided herein on or before July 1, 1959. Pending the determination of any 
such application, the continuance of such operation without a certificate shall 
be lawful. Applications for certificates under this paragraph shall be made to 
the Commission in writing, and in such form, contain such information, and be 
accompanied by proof of service upon such interested parties as the Commission 
shall require.” 


CONTRACT CARRIERS BY MOTOR VEHICLE OPERATING IN INTERSTATE OR FOREIGN COM- 
MERCE BETWEEN ALASKA AND OTHER STATES OR WITHIN ALASKA 


Sec. 102. Section 209(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 309(a)), is amended by adding at the end thereof the following new para- 
graphs: 

(4) Subject to the provisions of section 210, any contract carrier by motor 
vehicle which, on the date this paragraph takes effect, is the holder of a permit 
or permits described in paragraph (2) of this subsection or issued under para- 
graph (3) of this subsection or under section 209(b), authorizing transportation 
by motor vehicle between places in the United States of passengers or property 
in commerce between the United States and the Territory of Alaska, and on 
August 26, 1958, it or its predecessor in interest was engaged in the transporta- 
tion of passengers or property as a contract carrier by motor vehicle between 
places in the United States and places in Alaska, and such operations have been 
continued since that time (or if engaged in the furnishing of seasonal service 
only, was engaged in such operations in the year 1958 during the season ordinarily 
covered by its operations, and such operations have not been discontinued), ex- 
cept in either instance as to interruptions of service over which the carrier or 
its predecessor in interest had no control, shall be issued a permit authorizing 
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transportation to or from the points or areas in Alaska served by it, from or to 
all points in the other States of the United States designated in the above men- 
tioned permit or permits held by the carrier, of passengers or the class or 
classes of commodities specified therein, to the extent that under the said permit 
or permits the carrier, prior to the date of admission of Alaska into the Union, 
was authorized to perform within the United States all transportation required 
for through motor vehicle transportation by the carrier to or from places in the 
Territory of Alaska, without further proceedings, if application for such permit 
is made to the Commission as provided herein on or before July 1, 1959. Pending 
the determination of such application, the continuance of such operation without 
a permit shall be lawful. Applications for permits under this paragraph shall be 
made in writing to the Commission and shall be in such form and contain such 
information and be accompanied by proof of service upon such interested parties 
as may be required by the Commission. 

(5) Subject to the provisions of section 210, if any person (or his predecessor 
in interest) was in operation on August 26, 1958, over any route or routes, or 
in any area or areas, aS a contract carrier engaged in the transportation in 
interstate or foreign commerce of passengers or property by motor vehicle be- 
tween places in the Territory of Alaska, and has so operated in Alaska since 
that time (or if engaged in furnishing seasonal service only, was engaged in 
such operations in the year 1958 during the season ordinarily covered by its 
operations, and such operations have not been discontinued), except in either 
instance as to interruptions of service over which such person or his predecessor 
in interest had no control, a permit shall be issued authorizing such opera- 
tions without further proceedings, if application for such permit is made as 
provided herein on or before July 1, 1959. Pending the determination of any 
such application, the continuance of such operation without a permit shall be 
lawful. Applications for permits under this paragraph shall be made to the 
Commission in writing, and in such form, contain such information, and be 
accompanied by proof of service upon such interested parties as the Commission 
shall require.” 


AMENDMENT TO DEFINITION OF “INTERSTATE COMMERCE” IN SECTION 203(A) (10) 
OF INTERSTATE COMMERCE ACT 


Sec. 103. Paragraph (10) of section 203(a) of the Interstate Commerce Act, 
as amended (49 U.S.C. 303(a)(10)), is amended by changing the period at the 
end thereof to a colon and by adding the following: “Provided, That to the 
extent that such transportation in ‘interstate commerce’ between points in 
Alaska and points in other States is performed within a foreign country, the 
application of this part shall not include any requirement as to conduct in such 
foreign country which is in conflict with a requirement of such foreign country, 
but shall include as a condition to engaging in such operations within the jur- 
isdiction of the United States, the observance, as to the entire service, of the 
requirements of this part with respect to rates, fares, charges and practices 
pertaining to such transportation.” 


COMMON CARRIERS BY WATER OPERATING IN INTERSTATE AND FOREIGN COMMERCE ON 
INLAND WATERWAYS WITHIN ALASKA 


Sec. 104. Section 309(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 909(a)), is amended by changing the period at the end of the last sen- 
tence thereof to a colon and by adding the following new proviso: “Provided 
further, That, subject to the provisions of section 310, if any person (or his 
predecessor in interest) was in operation on August 26, 1958, over any inland 
waterway, other than the high seas, as a common carrier by water, in inter- 
state or foreign commerce, between points in the Territory of Alaska, and has 
so operated in Alaska since that time (or if engaged in furnishing seasonal 
service only, was engaged in such operations in the year 1958 during the season 
ordinarily covered by its operations, and such operations have not been discon- 
tinued), except in either instance as to interruptions of service over which such 
person or his predecessor in interest had no control, a certificate shall be issued 
authorizing such operations without requiring further proof that public con- 
venience and necessity will be served thereby, and without further proceedings, 
if application for such certificate is made as provided herein on or before July 
1, 1959. Pending the determination of any such application, the continuance of 
such operations without a certificate shall be lawful. Applications for certifi- 
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cates under this proviso shall be filed with the Commission in writing, and in 
such form, contain such information, and be accompanied by proof of service 
upon such interested parties as the Commission shall require.” 


CONTRACT CARRIERS BY WATER OPERATING IN INTERSTATE OR FOREIGN COMMERCE ON 
INLAND WATERWAYS WITHIN ALASKA 


Sec. 105. Section 309(f) of the Interstate Commerce Act, as amended (49 U.S.C. 
909(f) ), is amended by changing the period at the end of the last sentence thereof 
to a colon and by adding the following new proviso: “Provided further, That, 
subject to the provisions of section 310, if any person (or his predecessor in in- 
terest) was in operation on August 26, 1958, over any inland waterway, other 
than the high seas, as a contract carrier by water, in interstate or foreign com- 
merce, between points in the Territory of Alaska, and has so operated in Alaska 
since that time (or if engaged in furnishing seasonal service only, was engaged 
in such operations in the year 1958 during the season ordinarily covered by its 
operations, and such operations have not been discontinued), except in either 
instance as to interruptions of service over which such person or his predeces- 
sor in interest had no control, a permit shall be issued authorizing such opera- 
tions, without further proceedings, if application for such permit is made as 
provided herein before July 1, 1959. Pending the determination of such appli- 
cation, the continuance of such operations without a permit shall be lawful. 
Applications for permits under this proviso shall be filed with the Commission 
in writing, and in such form, contain such information, and be accompanied 
by proof of service upon such interested parties as the Commission shall require.” 


FREIGHT FORWARDERS OPERATING IN INTERSTATE OR FOREIGN COMMERCE BETWEEN 
ALASKA AND OTHER STATES OR WITHIN ALASKA 


Sec. 106. Section 410(a) of the Interstate Commerce Act, as amended (49 U.S.C. 
1010(a)), is amended by inserting “(1)” after “Src. 410. (a)” and by adding 
at the end thereof the following new paragraph: 

“(2) Subject to the provisions of the last sentence of subsection (c) of this 
section, if any person (or his predecessor in interest) was in operation, on 
August 26, 1958, as a freight forwarder, in interstate or foreign commerce, be- 
tween places in the Territory of Alaska and places in the United States, and 
between places in the Territory of Alaska (other than a person whose operations 
to, from, and within Alaska are subject to regulation by the Federal Maritime 
Board as a common carrier by water under the Shipping Act of 1916, as amended, 
and the Intercoastal! Shipping Act of 1933, as amended, but whose operations 
would be those of freight forwarder under this part), and has so operated since 
that time (or if engaged in furnishing seasonal service only, was engaged in 
such operations in the year 1958 during the season ordinarily covered by its 
operations, and such operations have not been discontinued), except in either 
instance as to interruptions of service over which such person of his predecessor 
in interest had no control, a permit shall be issued authorizing such operations, 
without further proceedings, if application for such permit is made as provided 
herein on or before July 1, 1959. Pending the determination of any such applica- 
tion, the continuance of such operations without a permit shall be lawful. Ap- 
plications for permits under this paragraph shall be filed with the Commission 
in writing, and in such form, contain such information, and be accompanied by 
proof of service upon such interested parties as the Commission shall require.” 


AMENDMENT TO SECTION 418 OF INTERSTATE COMMERCE ACT, SPECIFYING ADDITIONAL 
CARRIERS WHOSE SERVICES FREIGHT FORWARDERS MAY UTILIZE 


Src. 107. Section 418 of the Interstate Commerce Act, as amended (49 U.S.C. 
1018), is amended by striking the word “or” in the last clause thereof, by 
changing the period at the end thereof to a semicolon, and by adding the follow- 
ing: “the Alaska Railroad; or common carriers by water operating between 
Alaskan ports, and between those ports and other ports in the United States.” 


TITLE II—ALASKA RAILROAD 


CERTAIN PROVISIONS OF INTERSTATE COMMERCE ACT AND OTHER LAWS MADE 
APPLICABLE 


Sec. 201. The first paragraph of section 1 of the Act of March 12, 1914 (38 
Stat. 305), as amended (48 U.S.C. 301), is amended to read as follows: 
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“That the President of the United States is hereby empowered, authorized, 
and directed to adopt and use a name by which to designate the railroad or rail- 
roads and properties to be located, owned, acquired, or operated under the author- 
ity of this Act; to employ such officers, agents, or agencies, in his discretion, as 
may be necessary to enable him to carry out the purposes of this Act; to author- 
ize and require such officers, agents, or agencies to perform any or all of the 
duties imposed upon him by the terms of said sections; to detail and require any 
officer or officers in the Engineer Corps in the Army or Navy to perform service 
under this Act; to fix the compensation of all officers, agents, or employees ap- 
pointed or designated by him; to designate and cause to be located a route or 
routes for a line or lines of railroad in the Territory of Alaska not to exceed in 
the aggregate one thousand miles, to be so located ag to connect one or more of 
the open Pacific Ocean harbors on the southern coast of Alaska with the navi- 
gable waters in the interior of Alaska, and with a coal field or fields so as best 
to aid in the development of the agricultural and mineral or other resources of 
Alaska, and the settlement of the public lands therein, and so as to provide trans- 
portation of coal for the Army and Navy, transportation of troops, arms, muni- 
tions of war, the mails, and for other governmeutal and public uses, and for the 
transportation of passengers and property; to construct and build a railroad or 
railroads along such route or routes as he may so designate and locate, with the 
necessary branch lines, feeders, sidings, switches, and spurs; to purchase or 
otherwise acquire all real and personal property necessary to carry out the pur- 
poses of this Act; to exercise the power of eminent domain in acquiring property 
for such use, which use is hereby declared to be a public use, by condemnation in 
the courts of Alaska in accordance with the laws now or hereafter in force there; 
to acquire rights-of-way, terminal grounds, and all other rights; to purchase 
or otherwise acquire all necessary equipment for the construction and operation 
of such railroad or railroads; to build or otherwise acquire docks, wharves, 
terminal facilities, and all structures needed for the equipment and operation 
of such railroad or railroads; to establish, change, or modify rates for the 
transportation of passengers and property; to receive compensation for the 
transportation of passengers and property, and to perform generally all the usual 
duties of a common carrier by railroad; to make and establish rules and regula- 
tions for the control and operation of said railroad or railroads: Provided, 
however, That effective one hundred and eighty days after the enactment of the 
Alaskan Interstate Commerce Act, and thereafter, the operation of the said 
railroad or railroads and the facilities and equipment thereof shall be subject 
to the provisions of Part I of the Interstate Commerce Act, as amended, and 
related acts, including acts relating to the safety of operations by railroads 
and the Explosives and Combustibles Act (chapter 39, title 18, of the United 
States Code), in the same manner and to the same extent as if such railroad 
or railroads and facilities were privately owned and operated, except that 
approval of the Interstate Commerce Commission shall not be required for any 
extension of such railroad or railroads or for the issuance of securities. No free 
pass or free or reduced rate or fare transportation shall be given except as 
permitted by the provisions of Part I of the Interstate Commerce Act. The 
President is empowered and authorized in his discretion, to lease the said 
railroad or railroads, or any portion thereof, including telegraph and telephone 
lines, after completion under such terms as he may deem proper, but no lease 
of such railroad or railroads shall be for a longer period than twenty years and 
no other lease authorized in this Act shall be for a longer period than fifty-five 
years, or in the event of failure to lease, to operate the same until the further 
action of Congress. If the said railroad or railroads, including telegraph and 
telephone lines, are leased under the authority given under this Act, they shall 
be operated by the lessee under the jurisdiction and control of the provisions of 
the interstate commerce laws. The President also is empowered and authorized 
to purchase, condemn, or otherwise acquire upon such terms as he may deem 
proper, any other line or lines of railroad in Alaska which may be necessary 
to complete the construction of the line or lines of railroad designated or located 
by him, but the price to be paid in case of purchase shall in no case exceed 
the actual physical value of the railroad. The President also is empowered and 
authorized to make contracts or agreements with any railroad or steamship 
company or vessel owner for joint transportation of passengers or property over 
the road or roads herein provided for, and such railroad or steamship line or by 
such vessel, and to make such other contracts as may be necessary to carry out 
any of the purposes of this Act; to utilize, in carrying on the work herein pro- 
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vided for, any and all machinery, equipment, instruments, material, and other 
property of any sort whatsoever used or acquired in connection with the con- 
struction of the Panama Canal, so far and as rapidly as the same is no longer 
needed at Panama, and the successors to the Isthmian Canal Commission are 
authorized to deliver said property to such officers or persons as the President 
may designate, and to take credit therefor at such percentage of its original cost 
as the President may approve, but this amount shall not be charged against 
the fund provided for in this Act.” 


REPEAL OF ACT OF APRIL 10, 1926, RELATING TO FREE TRANSPORTATION ON THE 
ALASKAN RAILROAD 


Sec. 202. The Act approved April 10, 1926 (44 Stat. 239, ch. 114), relating 
to free transportation on the Alaskan Railroad, is hereby repealed. 


TITLD IlI—WATER CARRIERS NOT PREVIOUSLY REGULATED UNDER 
INTERSTATE COMMERCE ACT 


REPEAL OF CERTAIN PROVISIONS OF LAW 


Sec. 301. (a) Subject to subsection (b), the following provisions of law are 
hereby repealed insofar as they are inconsistent with any provision of the Inter- 
state Commerce Act, as amended, and insofar as they provide for the regulation 
of the transportation of persons or property by water between places in Alaska 
and places in the other States of the United States or the District of Columbia, or 
between places in Alaska : 

(1) The Shipping Act, 1916, as amended. 

(2) The Intercoast Shipping Act, 1933, as amended. 

(3) Section 27(b) of the Act approved July 7, 1958, entitled “An Act to 
provide for the admission of the State of Alaska into the Union” (Public 
Law 85-508). 

(b) Subsection (a) of this section shall not be construed to repeal any of the 
following provisions: 

(1) Section 205 of the Merchant Marine Act, 1986 (46 U.S.C. 1115), as 
amended, or any provision of law providing penalties for violations of such 
section 205. 

(2) The third sentence of section 2 of the Intercoastal Shipping Act, 1938, 
as amended (46 U.S.C. 844), as extended by section 5 of such Act, or any pro- 
vision of law providing penalties for violations of such section 2. 

(3) The provisions of the Shipping Act, 1916, as amended, insofar as such 
Act provides for the regulation of persons included within the term “other 
persons subject to this Act’’, as defined in such Act, but this reservation 
shall not include persons who do not operate vessels but who have been 
held to be water common carriers under that Act or the Shipping Act, 1933, 
regardless as to whether such persons are water common carriers subject to 
part III of the Interstate Commerce Act or freight forwarders under part 
IV of that Act. 

(4) Sections 27 and 28 of the Merchant Marine Act, 1920 (46 U.S.C. S883, 
884). 

(5) The provisions of section 15 of the Shipping Act, 1916, as amended 
(46 U.S.C. 814), so as to prevent any water carrier subject to the provisions 
of the Interstate Commerce Act from entering into any agreement under 
the provisions of such section 15 with respect to transportation not subject 
to the provisions of the Interstae Commerce Act in which such carrier may 
be engaged. 

(6) Any law of navigations, the admiralty jurisdiction of the courts of the 
United States, liabilities of vessels and their owners for loss or damage, or 
laws respecting seamen, or any other maritime law, regulation, or custom 
not in conflict with the provisions of the Interstate Commerce Act. 


TRANSFER OF RECORDS AND DOCUMENTS ; EXISTING ORDERS, REGULATIONS, CONTRACTS, 
ETC.: PENDING PROCEEDINGS; “GRANDFATHER” RIGHTS UNDER INTERSTATE COM- 
MERCE ACT 


Sec. 302. (a) Except to the extent that they are required by the Federal 
Maritime Board in connection with its continued jurisdiction, all files, reports. 
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records, tariff schedules, contracts, agreements, and other documents in the 
possession of the Board relating to the regulation of transportation by water 
between places in Alaska and other places in the United States and between 
places in Alaska, and carriers engaged in such transportation, shall be trans- 
ferred to the Interstate Commerce Commission. To the extent that such records 
and documents are retained by the Federal Maritime Board, copies thereof shall 
be furnished to the Commission upon request. 

(b) Notwithstanding section 3V01(a), all orders, rules, regulations, tariffs, 
eontracts, or agreements in effect at the time this section takes effect, pertain- 
ing to transportation by water between places in Alaska and other places in the 
United States and between places in Alaska, to the extent they were issued, 
authorized, approved, entered into, or filed pursuant to authority of the Federal 
Maritime Board or under any provision of law repealed by section 301, shall 
continue in force and effect until lawfully changed by act of the parties involved 
or until changed, modified, or set aside by action of the Interstate Commerce 
Commission. 

(ec) Any proceeding, hearing, or investigation commenced or pending before 
the Federal Maritime Board at the time this section takes effect, to the extent 
that it relates to the administration of any provision of law repealed by this 
Act, shall be continued or otherwise acted upon by the Interstate Commerce Com- 
mission as though such proceeding, hearing, or investigation had been instituted 
under the provisions of the Interstate Commerce Act. 

(d) Any judicial proceeding pending on the date this section takes effect, 
and arising under any provision of law repealed by the provisions of section 
301, shall be continued, heard and determined in the same manner and with 
the same effect as if such provision had not been repealed; except that in the 
case of any such proceeding to which the Federal Maritime Board is a party, 
the court, upon motion or supplemental petition, may direct that the Interstate 
Commerce Commission be substituted for the Federal Maritime Board as a party 
to the proceeding or made an additional party thereto. 

(e) If any provision of this title or the application thereof to any person, 
or commerce, or circumstance is held invalid, the remainder of this title and 
the application of such provision to other persons, commerce, or circumstances 
shall not be affected thereby. 


AMENDMENTS TO SECTION 306 OF INTERSTATE COMMERCE ACT WITH RESPECT TO 
TRANSFER AND FILING OF TARIFFS, AND SCHEDULES OF CERTAIN WATER CARRIERS 


Sec. 303. (a) Section 306(a) of the Interstate Commerce Act, as amended 
(49 U.S.C. 906(a)), is amended by striking out the period at the end thereof and 
inserting a colon and the following: “Provided, That tariffs (or copies thereof) 
of common carriers by water containing rates, fares, charges, classifications, 
rules, regulations, and practices for the transportation in interstate or foreign 
commerce of passengers or property between places in Alaska and between 
places in Alaska and other places in the United States in effect and on file with 
the Federal Maritime Board on the date this proviso takes effect, pursuant to 
the requirements of the Shipping Act of 1916, as amended, or the Intercoastal 
Shipping Act of 1933, as amended, shall be transferred to the Commission and 
shall be deemed to be filed with the Commission as of such date pursuant to the 
requirements of this part. Tariffs showing all other rates, fares, charges, classi- 
fications, rules, regulations and practices for transportation by water common 
carriers between places in Alaska and other places in the United States, and 
between places in Alaska, made subject to this part by virtue of the enactment 
of the Alaska Interstate Commerce Act, shall be filed as provided in this part 
not later than one hundred and eighty days after the date on which this amend- 
ment takes effect.” 

(b) Section 306(e) of the Interstate Commerce Act, as amended (49 U.S.C. 
909(e)), is amended by adding at the end thereof the following new sentence: 
“Schedules showing the minimum rates, charges, rules, regulations, or practices 
for transportation by water contract carriers between places in the United 
States and places in Alaska, and between places in Alaska over the high seas, 
made subject to this part by virtue of the enactment of the Alaskan Interstate 
Commerce Act, shall be filed as provided in this part not later than one hundred 
and eighty days after the date on which this sentence takes effect.” 
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AMENDMENTS TO SECTION 309 OF INTERSTATE COMMERCE ACT WITH RESPECT TO 
“GRANDFATHER” RIGHTS OF CERTAIN WATER CARRIERS 


Sec. 304. (a) Section 309(a) of the Interstate Commerce Act, as amended 
(49 U.S.C. 909(a)) is amended by inserting “(1)” after “Src. 309. (a)” and 
by adding at the end thereof the following new paragraph : 

“(2) Subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on the date on which this paragraph takes effect 
as a common carrier by water, in interstate or foreign commerce, between ports 
in Alaska and other ports in the United States, or between ports in Alaska over 
the high seas, and has so operated since that time (or if engaged in furnishing 
seasonal service only, was engaged in such operations in the year 1958 during 
the season ordinarily covered by its operations, and such operations have not 
been discontinued), except in either instance as to interruptions of service over 
which such person or his predecessor in interest had no control, a certificate 
shall be issued authorizing such operations, without further proceedings, if 
application for such certificate is made as provided herein on or before July 1, 
1959. Pending the determination of any such application, the continuance of 
such operations without a certificate shall be lawful. Applications for certifi- 
eates under this paragraph shall be filed with the Commission in writing, and 
in such form, contain such information, and be accompanied by proof of service 
upon such interested parties as the Commission shall require.” 

(b) Section 809(f) of the Interstate Commerce Act, as amended (49 U.S.C. 
909(f)), is amended by inserting “(1)” after “(f)” and by adding at the end 
thereof the following paragraph : 

*“*(2) Subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on the date on which this paragraph takes effect 
as a contract carrier by water, in interstate or foreign commerce, between ports 
in Alaska and other ports in the United States, or between ports in Alaska over 
the high seas, and has so operated since that time (or if engaged in furnishing 
seasonal service only, was engaged in such operations in the year 1958 during the 
season ordinarily covered by its operations, and such operations have not been 
discontinued), except in either instance as to interruptions of service over which 
such person or his predecessor in interest had no control, a permit shall be 
issued authorizing such operations, without further proceedings, if application 
for such permit is made as provided herein on or before July 1, 1959. Pending 
the determination of any such application, the continuance of such operations 
without a permit shall be lawful. Applications for permits under this para- 
graph shall be filed with the Commission in writing, and in such form, contain 
such information, and be accompanied by proof of service upon such interested 
parties as the Commission shall require.” 


AMENDMENTS TO PART IV OF INTERSTATE COMMERCE ACT, WITH RESPECT TO PERSONS, 
HERETOFORE REGULATED AS WATER CARRIERS, WHO WILL BE SUBJECT TO SUCH PART IV 


Sec. 305. (a) Section 405(a) of the Interstate Commerce Act, as amended 
(49 U.S.C. 1005(a)), is amended by inserting “(1)” after “Src. 405. (a)” and 
by adding at the end thereof the following paragraph : 

“(2) Tariffs (or copies thereof) containing rates, charges, classifications, 
rules, regulations, and practices for the transportation of property in interstate 
or foreign commerce by water between places in Alaska and other places in 
the United States, or between places in Alaska, filed with the Federal Martime 
Board pursuant to the Shipping Act of 1916, as amended, or the Intercoastal 
Shipping Act of 1933, as amended, by persons whose operations are those of a 
common carrier by water under the mentioned Acts, but whose operations are 
those of a freight forwarder under this part, as in effect on the date this para- 
graph takes effect, shall be transferred to the Commission and shall be deemed 
to be filed with the Commission pursuant to the requirements of the Interstate 
Commerce Act as of the date on which this paragraph takes effect.” 

(b) Section 410(a) of the Interstate Commerce Act, as amended (49 U.S.C. 
1010(a)), is amended by inserting “(1)” after “Src. 410. (a)” and by adding 
at the end thereof the following paragraph: 

“(2) If any person (or his predecessor in interest) whose operations were 
those of a common carrier by water under the Shipping Act of 1916, as amended, 
or the Intercoastal Shipping Act of 1933, as amended, but whose operations 
are those of a freight forwarder under this part, as in effect on the date this 
paragraph takes effect, was in operation in interstate commerce, on such date, 
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between places in Alaska and other places in the United States, or between places 
in Alaska over the high seas, and has so operated since that time (or if 
engaged in furnishing seasonal service only, was engaged in such operations in 
the year 1958 during the season ordinarily covered by its operations, and such 
operations have not been discontinued) except in either instance as to inter- 
ruptions of service over which such person or his predecessor in interest had 
no control, a permit shall be issued authorizing such operations as a freight 
forwarder without further proceedings, if application for such permit is made 
as provided herein on or before July 1, 1959. Pending the determination of 
any such application the continuance of such operations without a permit shall 
be lawful. Applications for permits under this paragraph shall be filed with 
the Commission, in writing, and in such form, contain such information, and be 
accompanied by proof of service upon such interested parties as the Commission 
shall require.” 


[H.R. 8520, 86th Cong., 1st sess.] 


A BILL To establish a joint board and to permit the filing of through routes and joint 
rates for carriers serving Alaska, Hawaii, and the other States 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) the Chairman of the Civil 
Aeronautics Board, the Federal Maritime Board, and the Interstate Commerce 
Commission shall designate, from time to time, a like number of members or 
examiners of each to act as a joint board to consider and pass upon matters 
referred to such joint board as provided in subsection (c) of this section. 
The joint board is authorized, without regard to the civil service and clas- 
sification laws, to appoint and prescribe the duties and fix the compensation 
of a secretary of the joint board. The joint board is authorized to use, with 
their consent, the available office space, services, supplies, equipment, personnel, 
and facilities of the Interstate Commerce Commission, the Federal Maritime 
Board, and the Civil Aeronautics Board in carrying out the functions of the 
joint board under this Act, such use to be subject to the supervision of the 
Director of the Bureau of the Budget. 

(b) Air carriers subject to the Federal Aviation Act of 1958, common car- 
riers subject to the Interstate Commerce Act, as amended, and common carriers 
by water subject to the Shipping Act, 1916, as amended, or the Intercoastal 
Shipping Act, 1933, as amended (including persons who do not operate vessels 
but who have been held to be common carriers by water under the Shipping Act, 
1916, as amended, or the Intercoastal Shipping Act, 1933, as amended), may 
establish reasonable through service and joint rates, fares, and charges with 
any other such common carriers in connection with the ‘transportation of prop- 
erty between the State of Alaska or the State of Hawaii, and other States; 
except that with respect to transportation of property, air carriers not directly 
engaged in the operation of aircraft in air transportation (other than com- 
panies engaged in the air express business) may not establish joint rates or 
charges, under the provisions of this subsection, with common carriers subject 
to the Interstate Commerce Act, the Shipping Act, 1916, as amended, and the 
Intercoastal Shipping Act, 1933, as amended. It shall be the duty of the car- 
riers parties thereto to file tariffs with their respective regulatory agencies, 
establishing just and reasonable rates, fares, or charges and just and reasonable 
classifications, rules, regulations, and practices affecting such rates, fares, or 
charges, or the value of the service thereunder, and if joint rates, fares, or 
charges shall have been established with respect to such through service, just 
reasonable, atnd equitable divisions of such joint rates, fares, or charges as 
between the carriers participating therein shall be made but not filed. 

(c) Matters relating to such through service and joint rates, fares, or charges 
shall be referred by the Civil Aeronautics Board, Federal Maritime Board, or 
the Interstate Commerce Commission, upon complaint or upon its own initiative, 
to a joint board created as provided in subsection (a) of this section. Com- 
plaints may be made to the Civil Aeronautics Board, Federal Maritime Board, 
or the Interstate Commerce Commission with respect to any matter which shall 
be referred to a joint board under this subsection. 

(d) With respect to matters referred to any joint board as provided in sub- 
section (c) of this section, if such board finds, after notice and hearing, that any 
such joint rate, fare, or charge, or classification, rule, regulation, or practice, 
affecting such joint rate, fare, or charge or the value of the service thereunder 
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is or will be unjust, unreasonable, unjustly discriminatory, or unduly prefer- 
ential or prejudicial, or that any division of any such joint rate, fare, or charge, 
is or will be unjust, unreasonable, inequitable, or unduly preferential or preju- 
dicial as between the carriers parties thereto, it is authorized and directed to 
take the same action with respect thereto as the Interstate Commerce Commis- 
sion is empowered to take with respect to any joint rate, fare, or charge, 
between common carriers, by motor vehicles or any divisions thereof, or any 
classification, rule, regulation, or practice affecting such joint rate, fare, or 
charge or the value of the service thereunder. Pending such hearing and de- 
cision thereon, the joint board after filing and giving to the carrier or carriers 
affected thereby a statement in writing of reasons for suspension, may from 
time to time suspend the operation of such schedule and defer the use of such 
rate, fare, charge, classification, regulation, or practice but not for a longer 
period than seven months beyond the time when it would otherwise go into 
effect, and after full hearing, the joint board may make such order with refer- 
ence to the matter as would be proper in a proceeding initiated after it had 
become effective. If the proceeding has not been concluded and an order made 
within the period of suspension, the proposed change of rate, fare, charge, clas- 
sification, regulation, or practice shall go into effect at the end of such period; 
but in case of a proposed increased joint rate or charge for or in respect to the 
transportation of property, the joint board may by order require the interested 
carriers to keep accurate account in detail of all amounts received by reasons of 
such increase, specifying by whom and in whose behalf such amounts are paid, 
and upon completion of the hearing and decision may by further order require 
the interested carrier or carriers to refund, with interest, to the persons in 
whose behalf such amounts were paid, such portion of such increased rates or 
charges as by its decision shall be found not justified. At any hearing involving 
a change in a joint rate, fare, or charge, or joint classification, or in a joint 
rule, regulation, or joint practice, the burden of proof shall be upon the carrier 
to show that the proposed changed joint rate, fare, charge, or joint classification, 
rule, regulation, or practice is just and reasonable, and the joint board shall give 
to the hearing and decision of such questions preference over all other questions 
pending before it and decide the same as speedily as possible. 

(e) The joint board shall have the power to make or amend such general 
rules, regulations, or orders as may be requisite for the order and regulation 
of proceedings before it. Any member of the joint board may administer oaths 
and affirmations and the joint board shall have the power to issue subpenas 
requiring the attendance and testimony of witnesses and the production of all 
books, papers, and documents relating to any matter coming within its juris- 
diction. Every vote and official act of the joint board shall be entered of record 
and such record shall be made public upon the request of any party interested. 
A majority of the joint board shall constitute a quorum for the transaction of 
business. 

(f) Orders of the joint board, shall be enforcible in the same manner as 
provided in section 16(12) of the Interstate Commerce Act, and reviewable as 
provided in title 28, United States Code, sections 2321-2325, inclusive. 

(g) Those provisions of the Interstate Commerce Act, as amended, the 
Shipping Act, 1916, as amended, the Intercoastal Shipping Act, 1933, as amended, 
the Act of July 7, 1958 (72 Stat. 339), providing for the admission of Alaska 
into the Union and the Act of March 18, 1959 (738 Stat. 4), providing for the 
admission of Hawaii into the Union are hereby superseded insofar as they are 
contrary to any provision of this Act. 

(h) The initial joint board constituted under this Act shall examine into 
means and methods for fully attaining the purpose of this Act and shall report 
its recommendations for additional legislation necessary for such purpose to 
the President and to the Congress upon the termination of one year from the 
date of enactment of this Act. 


[H. R. 8521, 86th Cong., 1st sess.] 


A BILL To establish a joint board and to require mandatory through routes and joint rates 
for carriers serving Alaska, Hawaii, and the other States 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That it is hereby declared to be the 
purpose of this Act to foster sound economic coordination of transportation 
services by air, land, and water in the interest of domestic and foreign com- 
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merce and national security of the United States by the establishment of through 
routes and joint rates by carriers subject to regulation by the several trans- 
portation agencies. ‘ 

Sec. 2. (a) There is hereby created a board to be known as the Joint Board 
for Through Routes and Joint Rates (hereinafter referred to as the Joint 
Board). It shall be composed of one member selected by the Chairman of 
the Interstate Commerce Commission from among the Commissioners thereof, 
one member selected by the Chairman of the Federal Maritime Board from 
among the members thereof, and one member selected by the Chairman of the 
Civil Aeronautics Board from among the members thereof. The Joint Board 
shall elect a Chairman from the membership of the Board. The members of 
the Joint Board shall serve as members for a period of one year, but shall be 
eligible for reselection. In ease of a vacancy, a member shall be selected to 
serve the remainder of the year in the same manner as the predecessor was 
selected. A quorum of the Joint Board shall consist of two members. 

(b) The Joint Board is authorized, without regard to the civil service and 
classification laws, to appoint and prescribe the duties and fix the compensation 
of a secretary of the Board. The Joint Board is authorized to use, with their 
consent, the available office space, services, supplies, equipment, personnel, 
and facilities of the Interstate Commerce Commission, the Federal Maritime 
Board, and the Civil Aeronautics Board in carrying out the functions of the 
Joint Board under this Act, such use to be subject to the supervision of the 
Director of the Bureau of the Budget. 

Sec. 3. (a) The Joint Board is authorized and directed to prescribe rules 
and regulations and issue such orders as may be necessary or appropriate to 
carry out the purposes of this Act. 

(b) All orders of the Joint Board, other than orders for the payment of 
money, Shall take effect within such reasonable time, not less than thirty days, 
and shall continue in force until its further order, or for a specified period of 
time, as shall be prescribed in the order, unless the same shall be suspended 
or modified or set aside by the Joint Board, or be suspended or set aside by a 
court of competent jurisdiction. It shall be the duty of every carrier subject 
to this Act, its agents and employees, to observe and comply with such orders 
so long as they remain in effect. 

(ec) Orders of the Joint Board shall be enforcible and reviewable as provided 
by law with respect to the orders of the Interstate Commerce Commission. 

Sec. 4. It shall be the duty of every common carrier by rail subject to part I, 
every common carrier by motor vehicle subject to part II, or common carrier by 
water subject to part III of the Interstate Commerce Act, as amended, and of 
every common carrier subject to the Shipping Act, 1916, as amended, or the 
Intercoastal Shipping Act, 1933, as amended, and of every carrier subject to the 
Federal Aviation Act of 1958 (except any such carrier subject to any of such 
Acts engaged exclusively in foreign trade) to establish through routes with other 
such carriers subject to any other such Act. It shall be the duty of such carriers 
to establish, and observe, and enforce just and reasonable joint rates, fares, 
charges, and classifications applicable to such through routes. In case of such 
joint rates, charges, and classifications, it shall be the duty of the carriers 
parties thereto to establish just and reasonable regulations and practices in 
connection therewith and just and reasonable and equitable divisions thereof, 
as between the parties participating therein, which shall not unduly prefer or 
prejudice any such participating carriers. The appropriate tariffs shall be filed 
with the Joint Board by the issuing carrier and with the respective agencies 
regulating the local rates, fares, or charges of the carriers participating in such 
joint tariffs. 

Sec. 5. If any carrier, subject to section 4 of this Act, proposes to establish a 
through route or joint rate and, if any carrier subject to a different regulatory 
agency fails or refuses to join in the establishment of such through route or 
joint rate as proposed, such carrier shall file schedules and tariffs of through 
routes and joint rates and classifications in which it proposes to participate, 
with the agency to which it is subject, and with the Joint Board. The Joint 
Board may order the establishment of the proposed through route or joint rates 
if it determines such route and rates and related provisions to be in the public 
interest in accord with the purposes of this Act. 

Sec. 6. (a) The Joint Board may, and it shall, whenever deemed by it to be 
necessary or desirable in the public interest, after full hearing upon complaint 
or upon its own initiative without complaint, establish through routes, joint 
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classifications, and joint rates, fares, or charges by carriers subject to section 4 
of this Act, or the maxima or minima, or the maxima and minima, to be charged, 
and the divisions of such rates, fares, or charges, and the terms and conditions 
under which such through routes shall be operated. 

- (b) Whenever there shall be filed with the Joint Board any schedule stating 
a new joint rate, fare, or charge, or any new joint classification, or any new joint 
regulation or practice affecting any rate, fare, or charge, the Joint Board is 
authorized, either upon complaint, or upon its own iniative without complaint, 
at once, and if it so orders without answer or other formal pleading by the in- 
terested carrier or carriers, but upon reasonable notice, to enter upon a hearing 
concerning the lawfulness of such rate, fare, charge, classification, regulation, 
or practice. Pending such hearing and decision thereon, the Joint Board after 
filing and giving to the carrier or carriers affected thereby a statement in writ- 
ing of reasons for suspension, may from time to time suspend the operation of 
such schedule and defer the use of such rate, fare, charge, classification, regu- 
lation, or practice, but not for a longer period than seven months beyond the 
time when it would otherwise go into effect, and after full hearing, the Joint 
Board may make such order with reference to the matter as would be proper in 
a proceeding initiated after it had become effective. If the proceeding has not 
been concluded and an order made within the period of suspension, the proposed 
change of rate, fare, charge, classification, regulation, or practice shall go into 
effect at the end of such period; but in case of a proposed increased joint rate 
or charge for or in respect to the transportation of property, the Joint Board 
may by order require the interested carriers to keep accurate account in detail 
of all amounts received by reasons of such increase, specifying by whom and in 
whose behalf such amounts are paid, and upon completion of the hearing and 
decision may by further order require the interested carrier or carriers to 
refund, with interest, to the persons in whose behalf such amounts were paid, 
such portion of such increased rates or charges as by its decision shall be found 
not justified. At any hearing involving a change in a joint rate, tare, or charge, 
or joint classification, or in a joint rule, regulation, or joint practice, the burden 
of proof shall be upon the carrier to show that the proposed changed joint rate, 
fare, charge, or joint classification, rule, regulation, or practice is just and rea- 
sonable, and the Joint Board shall give to the hearing and decision of such 
questions preference over all other questions pending before it and decide the 
same as speedily as possible. 

Sec. 7. The initial Joint Board constituted under this Act shall examine into 
means and methods for fully attaining the purpose of this Act and shall report 
its recommendations for additional legislation necessary for such purpose to the 
President and to the Congress upon the termination of one year from the date 
of enactment of this Act. 

Sec. 8. The initial members of the Joint Board shall be selected within sixty 
days after the date of enactment of this Act, and this Act shall take effect sixty 
days after its enactment. 

Sec. 9. Those provisions of the Interstate Commerce Act, as amended, the 
Shipping Act, 1916, as amended, the Intercoastal Shipping Act, 1933, as amended, 
and the Federal Aviation Act, are hereby superseded insofar as they are con- 
trary to any provision of this Act. 


[H. R. 8564, 86th Cong., 1st sess.] 


A BILL To establish a joint board and to require mandatory through routes and joint rates 
for carriers serving Alaska, Hawaii, and the other States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is hereby declared to be the purpose 
of this Act to foster sound economic coordination of transportation services by 
air, land, and water in the interest of domestic and foreign commerce and na- 
tional security of the United States by the establishment of through routes and 
joint rates by carriers subject to regulation by the several transportation 
agencies. 

Sec. 2. (a) There is hereby created a board to be known as the Joint Board 
for Through Routes and Joint Rates (hereinafter referred to as the Joint 
Board). It shall be composed of one member selected by the Chairman of the 
Interstate Commerce Commission from among the Commissioners thereof, one 
member selected by the Chairman of the Federal Maritime Board from among 
the members thereof, and one member selected by the Chairman of the Civil 








— -~ sr S- Oo ~.hCUM 





ALASKAN AND HAWAIIAN TRANSPORTATION 25 


Aeronautics Board from among the members thereof. The Joint Board shall 
elect a Chairman from the membership of the Board. The members of the 
Joint Board shall serve as members for a period of one year, but shall be eligible 
for reselection. In case of a vacancy, a member shall be selected to serve the 
remainder of the year in the same manner as the predecessor was selected. A 
quorum of the Joint Board shall consist of two members. 

(b) The Joint Board is authorized, without regard to the civil service and 
classification laws, to appoint and prescribe the duties and fix the compensation 
of a secretary of the Board. The Joint Board is authorized to use, with their 
consent, the available office space, services, supplies, equipment, personnel, and 
facilities of the Interstate Commerce Commission, the Federal Maritime Board, 
and the Civil Aeronautics Board in carrying out the functions of the Joint 
Board under this Act, such use to be subject to the supervision of the Director 
of the Bureau of the Budget. 

Sec. 3. (a) The Joint Board is authorized and directed to prescribe rules and 
regulations and issue such orders as may be necessary or appropriate to carry 
out the purposes of this Act. 

(b) All orders of the Joint Board, other than orders for the payment of money, 
shall take effect within such reasonable time, not less than thirty days, and 
shall continue in force until its further order, or for a specified period of time, 
as shall be prescribed in the order, unless the same shall be suspended or modi- 
fied or set aside by the Joint Board, or be suspended or set aside by a court 
of competent jurisdiction. It shall be the duty of every carrier subject to this 
Act, its agents and employees, to observe and comply with such orders so long 
as they remain in effect. 

(c) Orders of the Joint Board shall be enforcible and reviewable as provided 
by law with respect to the orders of the Interstate Commerce Commission. 

Sec. 4. It shall be the duty of every common carrier by rail subject to part I, 
every common carrier by motor vehicle subject to part II, or common carrier by 
water subject to part II of the Interstate Commerce Act, as amended, and of 
every common carrier subject to the Shipping Act, 1916, as amended, or the Inter- 
coastal Shipping Act, 1933, as amended, and of every carrier subject to the 
Federal Aviation Act of 1958 (except any such carrier subject to any of such 
Acts engaged exclusively in foreign trade) to establish through routes with other 
such carriers subject to any other such Act. It shall be the duty of such carriers 
to establish, and observe, and enforce just and reasonable joint rates, fares, 
charges, and classifications applicable to such through routes. In case of such 
joint rates, charges, and classifications, it shall be the duty of the carriers parties 
thereto to establish just and reasonable regulations and practices in connection 
therewith and just and reasonable and equitable divisions thereof, as between 
the parties participating therein, which shall not unduly prefer or prejudice any 
such particpating carriers. The appropriate tariffs shall be filed with the Joint 
Board by the issuing carrier and with the respective agencies regulating the 
local rates, fares, or charges of the carriers participating in such joint tariffs. 

Sec. 5. If any carrier, subject to section 4 of this Act, proposes to establish a 
through route or joint rate and, if any carrier subject to a different regulatory 
agency fails or refuses to join in the establishment of such through route or 
joint rate as proposed, such carrier shall file schedules and tariffs of through 
routes and joint rates and classifications in which it proposes to participate, with 
the agency to which it is subject, and with the Joint Board. The Joint Board may 
order the establishment of the proposed through route or joint rates if it deter- 
mines such route and rates and related provisions to be in the public interest in 
accord with the purposes of this Act. 

Sec. 6.(a) The Joint Board may, and it shall, whenever deemed by it to be 
necessary or desirable in the public interest, after full hearing upon complaint 
or upon its own initiative without complaint, establish through routes, joint 
clasifications, and joint rates, fares, or charges by carriers subject to section 4 
of this Act, or the maxima or minima, or the maxima and minima, to be charged, 
and the divisions of such rates, fares, or charges, and the terms and conditions 
under which such through routes shall be operated. 

(b) Whenever there shall be filed with the Joint Board any schedule stating 
a new joint rate, fare, or charge, or any new joint classification, or any new joint 
regulation or practice affecting any rate, fare, or charge, the Joint Board is 
authorized, either upon complaint, or upon its own initiative without complaint, 
at once, and if it so orders wthout answer or other formal pleading by the inter- 
ested carrier or carriers, but upon reasonable notice, to enter upon a hearing con- 
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cerning the lawfulness of such rate, fare, charge, classification, regulation, or 
practice. Pending such hearing and decision thereon, the Joint Board after 
filing and giving to the carrier or carriers affected thereby a statement in writing 
of reasons for suspension, may from time to time suspend the operation of such 
schedule and defer the use of such rate, fare, charge, classification, regulation, or 
practice, but not for a longer period than seven months beyond the time when 
it would otherwise go into effect, and after full hearing, the Joint Board may 
make such order with reference to the matter as would be proper in a proceeding 
initiated after it had become effective. If the proceeding has not been concluded 
and an order made within the period of suspension, the proposed change of rate, 
fare, charge, classification, regulation, or practice shall go into effect at the end 
of such period; but in case of a proposed increased joint rate or charge for or in 
respect to the transportation of property, the Joint Board may by order require the 
interested carriers to keep accurate account in detail of all amounts received by 
reasons of such increase, specifying by whom and in whose behalf such amounts 
are paid, and upon completion of the hearing and decision may by further order 
require the interested carrier or carriers to refund, with interest, to the persons 
in whose behalf such amounts were paid, such portion of such increased rates or 
charges as by its decision shall be found not justified. At any hearing involving 
a change in a joint rate, fare, or charge, or joint classification, or in a joint rule, 
regulation, or joint practice, the burden of proof shall be upon the carrier to 
show that the proposed changed joint rate, fare, charge, or joint classification, 
rule, regulation, or practice is just and reasonable, and the Joint Board shall give 
to the hearing and decision of such questions preference over all other questions 
pending before it and decide 'the same as speedily as possible. 

Sec. 7. The initial Joint Board constituted under this Act shall examine into 
means and methods for fully attaining the purpose of this Act and shall 
report its recommendations for additional legislation necessary for such pur- 
pose to the President and to the Congress upon the termination of one year 
from the date of enactment of this Act. 

Sec. 8. The initial members of the Joint Board shall be selected within sixty 
days after the date of enactment of this Act, and this Act shall take effect sixty 
days after its enactment. 

Sec. 9. Those provisions of the Interstate Commerce Act, as amended, the 
Shipping Act, 1916, as amended, the Intercoastal Shipping Act, 1933, as amended, 
and the Federal Aviation Act, are hereby superseded insofar as they are contrary 
to any provision of this Act. 


(H.R. 8565, 86th Cong., 1st sess.] 


A BILL To establish a joint board and to permit the filing of through routes and joint rates 
for carriers serving Alaska, Hawaii, and the other States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the Chairman of the Civil Aero- 
nautics Board, the Federal Maritime Board, and the Interstate Commerce Com- 
mission shall designate, from time to time, a like number of members or exam- 
iners of each to act as a joint board to consider and pass upon matters referred 
to such joint board as provided in subsection (c) of this section. The joint 
board is authorized, without regard to the civil service and classification laws, 
to appoint and prescribe the duties and fix the compensation of a secretary of 
the joint board. The joint board is authorized to use, with their consent, the 
available office space, services, supplies, equipment, personnel, and facilities 
of the Interstate Commerce Commission, the Federal Maritime Board, and 
the Civil Aeronautics Board in carrying out the functions of the joint board 
under this Act, such use to be subject to the supervision of the Director of the 
Bureau of the Budget. 

(b) Air carriers subject to the Federal Aviation Act of 1958, common carriers 
subject to the Interstate Commerce Act, as amended, and common carriers 
by water subject to the Shipping Act, 1916, as amended, or the Intercoastal 
Shipping Act, 1933, as amended (including persons who do not operate vessels 
but who have been held to be common carriers by water under the Shipping Act, 
1916, as amended, or the Intercoastal Shipping Act, 1933, as amended), may 
establish reasonable through service and joint rates, fares, and charges with 
any other such common carriers in connection with the transportation of 
property between the State of Alaska or the State of Hawaii, and other States; 
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except that with respect to transportation of propery, air carriers not directly 
engaged in the operation of aircraft in air transportation (other than com- 
panies engaged in the air express business) may not establish joint rates or 
charges, under the provisions of this subsection, with common carriers subject 
to the Interstate Commerce Act, the Shipping Act, 1916, as amended, and the 
Intercoastal Shipping Act, 1983, as amended. It shall be the duty of the carriers 
parties thereto to file tariffs with their respective regulatory agencies, estab- 
lishing just and reasonable rates, fares, or charges and just and reasonable 
classifications, rules, regulations, and practices affecting such rates, fares, or 
charges, or the value of the service thereunder, and if joint rates, fares, or 
charges shall have been established with respect to such through service, just, 
reasonable, and equitable divisions of such joint rates, fares, or charges as be- 
tween the carriers participating therein shall be made but not filed. 

(c) Matters relating to such through service and joint rates, fares, or charges 
shall be referred by the Civil Aeronautics Board, Federal Maritime Board, or 
the Interstate Commerce Commission, upon complaint or upon its own initiative, 
to a joint board created as provided in subsection (a) of this section. Com- 
plaints may be made to the Civil Aeronautics Board, Federal Maritime Board, or 
the Interstate Commerce Commission with respect to any matter which shall 
be referred to a joint board under this subsection. 

(d) With respect to matters referred to any joint board as provided in sub- 
section (c) of this section, if such board finds, after notice and hearing, that 
any such joint rate, fare, or charge, or classification, rule, regulation, or practice, 
affecting such joint rate, fare, or charge or the value of the service thereunder 
is or will be unjust, unreasonable, unjustly discriminatory, or unduly preferential 
or prejudicial, or that any division of any such joint rate, fare, or charge, is or 
will be unjust, unreasonable, inequitable, or unduly preferential or prejudicial 
as between the carriers parties thereto, it is authorized and directed to take 
the same action with respect thereto as the Interstate Commerce Commission 
is empowered to take with respect to any joint rate, fare, or charge, beween 
common carriers, by motor vehicles or any divisions thereof, or any classification, 
rule, regulation, or practice affecting such joint rate, fare, or charge or the 
value of the service thereunder. Pending such hearing and decision thereon, 
the joint board after filing and giving to the carrier or carriers affected thereby 
a statement in writing of reasons for suspension, may from time to time suspend 
the operation of such schedule and defer the use of such rate, fare, charge, 
classification, regulation, or practice but not for a longer period than seven 
months beyond the time when it would otherwise go into effect, and after full 
hearing, the joint board may make such order with reference to the matter as 
would be proper in a proceeding initiated after it had become effective. If the 
proceeding has not been concluded and an order made within the period of sus- 
pension, the proposed change of rate, fare, charge, classification, regulation, or 
practice shall go into effect at the end of such period; but in case of a proposed 
increased joint rate or charge for or in respect to the transportation of property, 
the joint board may by order require the interested carriers to keep accurate 
account in detail of all amounts received by reasons of such increase, specifying 
by whom and in whose behalf such amounts are paid, and upon completion of 
the hearing and decision may by further order require the interested carrier or 
carriers to refund, with interest, to the persons in whose behalf such amounts 
were paid, such portion of such increased rates or charges as by its decision 
shall be found not justified. At any hearing involving a change in a joint rate, 
fare, or charge, or joint classification, or in a joint rule, regulation, or joint 
practice, the burden of proof shall be upon the carrier to show that the proposed 
changed joint rate, fare, charge, or joint classification, rule, regulation, or 
practice is just and reasonable, and the joint board shall give to the hearing 
and decision of such questions preference over all other questions pending before 
it and decide the same as speedily as possible. 

(e) The joint board shall have the power to make or amend such general 
rules, regulations, or orders as may be requisite for the order and regulation of 
proceedings before it. Any member of the joint board may administer oaths 
and affirmations and the joint board shall have the power to issue subpenas 
requiring the attendance and testimony of witnesses and the production of all 
books, papers, and documents relating to any matter coming within its juris- 
diction. Every vote and official act of the joint board shall be entered of record 
and such record shall be made public upon the request of any party interested. 
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A majority of the joint board shall constitute a quorum for the transaction of 
business. 

(f) Orders of the joint board, shall be enforcible in the same manner as pro- 
vided in section 16(12) of the Interstate Commerce Act, and reviewable as 
provided in title 28, United States Code, sections 2321-2325, inclusive. 

(g) Those provisions of the Interstate Commerce Act, as amended, the Ship- 
ping Act, 1916, as amended, the Intercoastal Shipping Act, 19383, as amended, the 
Act of July 7, 1958 (72 Stat. 339), providing for the admission of Alaska into 
the Union and the Act of March 18, 1959 (73 Stat. 4), providing for the admission 
of Hawaii into the Union are hereby superseded insofar as they are contrary to 
any provision of this Act. 

(h) The initial joint board constituted under this Act shall examine into means 
and methods for fully attaining the purpose of this Act and shall report its 
recommendations for additional legislation necessary for such purpose to the 
President and to the Congress upon the termination of one year from the date 
of enactment of this Act. 

I have been told that there will be witnesses who desire to be heard 
on bills which have been introduced in the Congress relating to the 
establishment of a ferry service in southeastern Alaska. The com- 
mittee will be glad to hear such witnesses; and, as I suggested earlier, 
if other witnesses want to be heard on other matters, the committee 
will be glad to record that testimony. 

And now I take pleasure in inviting Mayor Hardcastle to testify. 
We welcome you, Mr. Mayor. 

Would you please, Mayor Hardcastle, introduce yourself, in your 
capacity as mayor, and give your initials, and otherwise identify 
yourself. 


STATEMENT OF HON. RICHARD HARDCASTLE, MAYOR OF 
KETCHIKAN, ALASKA 


Mayor Harpcastie. Certainly. Thank you very much. 

Senator Barrierr. I wish, I would state to you, and I will make 
this request general, that in each case the witness give his mailing 
address, which will serve many useful purposes, one of which being 
that he will be sure to receive promptly a copy of the testimony, 
when it is printed, so that his words will be in his possession, pre- 
served in print forever. 

Mayor Harpcastie. Thank you, Senator Bartlett. 

I am Richard Hardcastle. My mail usually comes to R. M. Hard- 
castle, 321 Dock Street, Ketchikan. I am the mayor of Ketchikan, 
and speaking on behalf of the city council. 

First, I want to say that we accord you a grand welcome to Ketchi- 
kan. We are glad that you could come, both you and your party. 
It isa pleasure to have you. 

Senator Bartierr. Thank you, Mayor. 

Mayor Harpcastix. The city of Ketchikan appreciates the oppor- 
tunity of making this statement on general transportation problems 
and to voice its opinion on several bills now under consideration by 
the Congress. 

First, for the record, Ketchikan is an incorporated city of the first 
class with a population of 8,000 and the trading center for an addi- 
tional population of about the same number. Its principal indus- 
tries are based on the fisheries and forest products of the area. The 


fishing fleet, canneries, and the cold storage businesses of Ketchikan 
harvest and process more salmon and halibut than anywhere else in 
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Alaska. The pulp and lumber mills make Ketchikan the largest 
logging and forest products manufacturing center in Alaska. 

Ketchikan is located near the southern end of Revillagigedo Island 
in the southeastern or Panhandle region of the State. The island is 
1,120 square miles in size and located 45 miles north of the Alaska- 
Canada border and 660 miles northwest of Seattle. The nearest rail 
and highway connection is Prince Rupert, British Columbia, about 90 
miles to the south. Except for Canadian summer tourist cruise ships, 
air transport provides the only transportation for passengers. There 
is no airport on Revillagigedo Island. The city is directly served by 
amphibious-type aircraft. The nearest landing field is about 20 miles 
away, and located on Annette Island. Pacific Northern Airlines and 
Pan American World Airways provide daily scheduled air service to 
Annette Island. Ellis Airlines provides daily flights to Annette 
Island as well as service to Juneau and other points north of Ketchi- 
kan. Alaska Coastal Airlines also provides daily service between 
Juneau and Ketchikan. The Alaska Steamship Co. provides weekly 
freight sailings into and out of Ketchikan. The Ketchikan Merchants 
Charter Association and Dahl Transportation Co. also provide weekly 
charter freight sailings into and out of Ketchikan for its members, 
utilizing ships of 150 tons or under. 

There is a need for surface transportation of passengers and motor 
vehicles throughout southeastern Alaska to connect Ketchikan and 
other cities and communities with the Alaska highway system at 
Haines-Skagway on the north and the Canadian highway system at 
Prince Rupert, British Columbia, on the south. The rugged terrain 
and island locations of these cities and communities make conventional 
land highway construction uneconomical. This transportation prob- 
lem has been the subject of study by many agencies and individuals 
who are convinced that the establishment of ferry service is the most 
feasible way to provide surface transportation to this important area 
of Alaska. The city of Ketchikan joins in this opinion. 

In order to initiate ferry service for southeastern Alaska, two bills 
have been introduced in the Congress and the city of Ketchikan urges 
prompt, favorable action on these bills by this committee and the 
Congress. 

S. 2661, to amend title 23, United States Code, to provide for par- 
ticipation of Federal-aid highway funds in the construction of ap- 
proach roads to ferry facilities on the Federal-aid system, is essential 
to providing a connection between the ferry vessels and highway sys- 
tem. Inasmuch as the ferry service will essentially be a part of the 
Federal-aid primary or secondary highway systems through this are: 
of Alaska, the approach roads become a logical part of the systen 
and should be eligible for participation of Federal-aid highway fund-. 

With the passage of S. 1956 and S. 2661, the establishment of « 
ferry system, initially utilizing three 18-knot ferry vessels with a 
capacity for approximately 100 motor vehicles and 500-700 passenger=. 
to connect the Alaska highway system, at Haines-Skagway, and Cana- 
dian highway system, at Prince Rupert, British Columbia, is eco- 
nomically feasible. This service will not only benefit Alaska but also 
the other States because it will attract thousands of tourists and stimu- 
late trade and commerce both within Alaska and between Alaska and 
the other States. Therefore, the city of Ketchikan again urges the 
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passage of S. 2661 and S. 1956 with an appropriate amendment to 
overcome the aforementioned objection of the Secretary of Commerce. 

S. 1956, to amend the Merchant Marine Act, 1936, for the purpose 
of providing with respect to the requirements for the operation of 
subsidy constructed vessels that certain vessels shall be considered as 
operating in foreign trade, is essential to qualify the ferry vessels for 
construction subsidy and loans under the provisions of the Merchant 
Marine Act of 1936. These ferry vessels would be operated in the 
Alaska-British Columbia, Canada trade for all of the miles logged 
and thereby be considered to have been operated exclusively in foreign 
trade under the provisions of 8. 1956. The secretary of Commerce has 
objected to the passage of S. 1956 because of his contention that vessels 
constructed under the provisions of this bill, were it enacted into law, 
could compete in the domestic trade after having operated for the 
majority of the miles logged in the Alaska-British Columbia, Canada 
trade. It would appear that this objection could be overcome by an 
amendment to S. 1956 requiring that vessels be operated exclusively 
in the Alaska-British Columbia, Canada trade. We urge the adoption 
of an amendment by the committee to remove the objection of the 
Secretary of Commerce but retaining the weer objective of the bill. 

With the passage of S. 1956 (and S. 2661) the establishment of a 
ferry system, initially utilizing three 18-knot ferry vessels with a 
capacity for approximately 100 motor vehicles and 500 to 700 passen- 
gers, to connect the Alaska Highway System, at Haines Skagway, 
and Canadian Highway System, at Prince Rupert, B.C., is economi- 
cally feasible. This service will not only benefit Alaska, but also the 
other States, because it will attract thousands of tourists and stimulate 
trade and commerce both within Alaska and between Alaska and the 
other States. Therefore, the city of Ketchikan again urges the passage 
of (S. 2661 and) S. 1956 with an aa amendment to overcome 
the aforementioned objection of the Secretary of Commerce. 

The City of Ketchikan would like to take this opportunity to sup- 
port the passage of S. 2669, to extend the exemption from U.S. Coast 
Guard inspection cargo vessels under 150 tons et ngaged in the south- 
eastern Alaska trade. Such vessels now engaged in the trade provide 
additional freight sailings, call on smaller ports, and give special serv- 
ices to their customers, not otherwise available. For these reasons 
the city of Ketchikan urges favorable action by this committee on S. 
2669. 

This statement is signed by myself, R. M. Hardcastle, for the city of 
Ketchikan. 

Senator Bartierr. Thank you, Mayor Hardcastle. 

Have you and/or the city gov ernment given consideration to the 
proposal before the committee, as incorpor: ated in S. 2452, to establish 
a Joint Board in respect to Alaska transportation—a Joint Board, to 
be composed of representatives of the Civil Aeronautics Board, the 
Federal Maritime Board, and Interstate Commerce Commission ? 

Mayor Harpcastix. No, we have not given any consideration to 
that. 

Senator Barrierr. As you are perhaps aware, the Federal Mari- 
time Board, under the terms of the statehood act, continues to have 
jurisdictional authority over maritime transport: ation. A proposal 
was subsequently made that the ICC be substituted, and then a Joint 
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Board proposal was made. Do you have any personal views on how 
this should be handled ? 

Mayor Harpcasrire. No, I do not, but we did consider the subject 
of the ICC, and felt that we didn’t want to make any recommenda- 
tions on that particular thing. 

Senator Barrierr. I take it that you have no special interest in 
the two bills regarding the Alaska Railroad, one to incorporate the 
Alaska Railroad as a Government corporation and the other to give 
the ICC regulatory authority over the railroad ? 

Mayor Harpcastir. Y es; we talked about that, but we felt that it 
wasn’t germane to the city’s interest particularly. 

Senator Barrierr. A little far away / 

Mayor Ilarpcastrie. Yes. 

Senator Barrierr. Mayor Hardeastle, would you care to say any- 
thing more about S. 2669, which is the bill to extend exemption from 
U.S. Coast Guard inspections of cargo vessels under 150 tons? 

Mayor Ifarpcastie. We feel that the bill is in order. The type of 
service that the smaller vessels are giving us has become almost. nec- 
essary to the particul: ar area. 

Senator Barrierr. Why is that? 

Mayor Harpcaste. They provide a service that many communi- 
ties—not many communities, but some communities—are unable to 
get otherwise. 

Senator Barriterr. Now, you have the Alaska Steamship Co. as a 
common carrier serving Alaskan ports. Is it your view that this car- 
rier cannot take care of the business in the smaller ports ‘ 

Mayor Hakpcastie. The consensus of opinion has ‘been that some 
of the small ports would not get as regular service as they are getting 
how. 

Senator Barrierr. Well, how about Ketchikan and Juneau? 

These charter ships serve those ports, too. 

Mayor Harpcasrie. In my opinion, the Alaska Steamship Co. could 
probably take care of the larger ports without too much difficulty. 

Senator Barrierr. Do you believe that the Alaska Steamship Co. 
should be permitted to ti ake care of the larger ports exclusively, with- 
out any intervention by the charter ships? Or is this something to 
which you have not given consideration ? 

Mayor Harpcastie. That has so many ramifications that I would 
rather not comment on that particular part—that particular question, 
because—— 

Senator Bartierr. Why, sir? 

Mayor Harpcastie. Because it involves things with which I am not 
especially conversant. 

Senator Bartierr. The committee understands that later there will 
be other witnesses on that subject. 

Mayor Harpcastie. Speaking of regulations and subsidies, I feel 
that I am not qualified to answer that specific question, because of the 
many ramifications that are involved. There will be qualified wit- 
nesses to testify on these problems. 

Senator Barrierr. Thank you, Mayor Hardeastle, for your tes- 
timony, and thank you also for the warm welcome that you have 
given us. 


Mr. Barton ? 
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Mr. Barton. No questions, Senator. 

Senator Barriterr. Thank you then very much, Mayor Hardcastle. 

The next witness will be Mr. William Boardman, representing 
the Ketchikan Chamber of Commerce. 


STATEMENT OF W. K. BOARDMAN, MANAGER, KETCHIKAN 
CHAMBER OF COMMERCE 


Mr. BoarpMan. Thank you, Senator Bartlett. My name is W. K. 
Boardman, manager of the Ketchikan Chamber of Commerce, Post 
Office Box 2637, Ketchikan. 

We have pr epared a statement for presentation by the Ketchikan 
Chamber of Commerce to, what we formerly thought was the sub- 
committee, and we now understand, possibly the full committee of 
the Senate Interstate and Foreign Commerce Committee, at the hear- 
ing held on this date, in Ketchikan. 

The Ketchikan Chamber of Commerce would like to thank Senator 

sartlett, chairman of the committee, and the other members of the 
committee, for scheduling the series of hearings in Alaska pertaining 
to legislation pending in Congress on Alaska tr: ansportation problems. 
We appreciate both the time and attention that is being devoted by 
the committee to this important matter and also the fact that suf- 
ficient hearings have been scheduled throughout the State to allow 
everyone interested to be heard. 

The statement presented by the city of Ketchikan gives informa- 
tion pertaining to Ketchikan including population figures, background 
of economy, present transportation mediums serving the community 
and surrounding area, and other factual data of importance to the 
committee. Therefore, that information will not be duplicated in 
this statement. 

The following comments pertain to transportation bills that the 
Ketchikan Chamber of Commerce has reviewed and reflect our think- 
ing and recommendations on same. 


(Comments follow :) 
S. 1507 


Senate bill 1507, a bill to make the Interstate Commerce Act, as amended, 
applicable to transportation by water between ports in the State of Alaska and 
other ports in the United States, and for other purposes. 

We endorse this legislation realizing that the subject matter, because of the 
complexities existing in the transportation industry in Alaska, was best left 
out of the statehood bill for later legislative action. The legislation basically 
is designed to provide uniform regulation of surface transportation in interstate 
or foreign commerce within Alaska and between Alaska and the other States as 
now provided under the Interstate Commerce Act with respect to similar trans- 
portation within and between all of the other States. We recognize that many 
loopholes exist in the present regulatory pattern of transportation in Alaska 
and that uniformity is sadly lacking. The proposed legislation would largely 
correct this undesirable condition, and it carries our unanimous endorsement. 


S. 2451 


Senate bill 2451, a bill to establish a joint board and to require mandatory 
through routes and joint rates for carriers serving Alaska, Hawaii, and the 
other States. 

This legislation does not appear to us to be in any way controversial and it 
has our endorsement. The required filing of joint rates in both the passenger 
carrier and common carrier fields of transportation involving those serving 
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Alaska together with the establishment of through routes by the carriers is both 
desirable and indicated under statehood status. The legislation falls in the 
category of a long overdue corrective measure in the Alaska transportation 


picture. 
S. 2452 


Senate bill 2452, a bill to establish a joint board and to permit the filing of 
through routes and joint rates for carriers serving Alaska, Hawaii, and the 
other States. 

This bill appears to closely parallel S. 2451, except that the establishment of 
through routes and joint rates would be permissive rather than mandatory. If 
there is a choice we prefer the mandatory requirements and have therefore 
endorsed S. 2451 and have taken no action on §. 2452. 


S. 2514 


Senate bill 2514, a bill to repeal the act of March 12, 1914 (38 Stat. 305), 
authorizing the construction and operation of a railroad in Alaska, to incorporate 
the Alaska Railroad Company, and for other purposes. 

In general our membership endorses this bill but recommends that one change 
or “safeguard” be added. We are told that occupants of leasehold property 
along the right-of-way of the Alaska Railroad are concerned that they may be 
required to use the Alaska Railroad exclusively as their means of commercial 
transportation. We therefore recommend that a suitable clause be added to 
the bill prohibiting the Alaska Railroad from requiring lessees along the right- 
of-way to use the railroad exclusively for transportation needs. 

Including this one recommended addition the bill has our endorsement. 


8. 2669 


Senate bill 2669, a bill to extend the period of exemption from inspection under 
the provisions of section 4426 of the Revised Statutes granted small vessels 
carrying freight to and from places on the inland waters of southeastern Alaska. 

The Ketchikan Chamber of Commerce supported the original legislation that 
set up the exemption involved running to 1960. We now endorse S. 2669 that 
would extend that exemption until 1964. The legislation has permitted a de- 
sirable type of freight transportation service in southeastern Alaska. The 
service has functioned under certain conditions when common carrier opera- 
tions became inoperative. It has provided for special handling of perishable 
foodstuff items shipped from the Puget Sound area that has been desirable in 
nature. The legislation has also enabled a frequency of service be provided to 
some of the smaller communities in southeastern Alaska that they did not pre- 
viously enjoy. We have not been able to conclude that the operation of the 
freight service permitted by this legislation has seriously impaired the func- 
tioning of common water freight carriers serving Alaska some of whom have 
concentrated their operations almost exclusively to western Alaska and have 
largely bypassed southeastern Alaska. 


S. 2661 


Senate bill 2661, a bill to amend title 23, United States Code, to provide for 
participation of Federal-aid highway funds in the construction of approach 
roads to ferry facilities on the Federal-aid systems. 

We consider this to be “must” legislation and recommend enactment of the 
bill. The legislation provides that the term “approach to a ferry” may include 
. ramp of a ferry landing facility used by vehicular traffic approaching the 
erry. 

One of the problems attendant to establishing a passenger and vehicle ferry 
System in southeastern Alaska involves the terminals in the communities to be 
served which are estimated to cost some $3 million. This legislation will per- 
mit the use of Federal-aid highway funds in the construction of the terminals 
which is not possible under present law. The ferry terminals are in effect a 
part of the road system leading up to the water borne phase of the operation 
and should properly be eligible for construction assistance under the terms of 
the Federal-aid highway legislation. Although the problem is somewhat unique 
to Alaska its application could extend to many other States. 
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We consider the establishment of a passenger and vehicle ferry system 
throughout southeastern Alaska, linking the British Columbia road system at 
Prince Rupert, British Columbia, with the Alaska Highway at Haines, Alaska, 
is an absolutely necessity as an adjunct to the transportation network in 
Alaska. This view is shared uniformly, we believe, throughout the State. <A 
recent meeting of the first statewide Alaska road conference held in Juneau and 
sponsored by the Alaska State Chamber of Commerce unanimously endorsed the 
immediate establishment of such a ferry system 

The peculiar problem we have is one wherein connecting roads simply cannot 
be built between many of our major communities because of isolated locations 
on islands and also in many instances glacial and mountain terrain prohibit con- 
necting roads being built at reasonable cost. The establishment of a passenger 
and vehicle ferry system or marine highway, if you choose to eall it that, be- 
comes the most economical and feasible method of solving the problem. Many 
studies have been made endorsing the program, and we refer the committee to 
a very recent compilation on the subject by Felix J. Toner, registered engineer 
of Juneau, entitled “Proposed Ferry Service for Southeastern Alaska” prepared 
for the Alaska Highway and Public Works Department. The committee will be 
supplied a copy of this document by Richard Downing, commissioner of the high- 
way and public works department, at your Juneau hearing. 

Enactment of Senate bill 2661 is necessary to assist in the establishment of the 
access roads and attendant terminal facilities required for the ferry system. 
We have communicated with the Honorable Frederick H. Mueller, Secretary 
of Commerce, under whose review 8S. 2661 will come, requesting Department of 
Commerce endorsement of the bill, and a copy of his reply is attached to this 
statement. We would, however, like to quote at this point the last paragraph 
of his letter which reads: 

“We realize that the establishment of a ferry service in southeastern Alaska 
is of unique importance to the State and to those persons and organizations in 
Alaska having an interest in the furtherance of transportation. We appreciate 
receiving, therefore, your views on this important subject.” 

In furnishing the background information involved it is our purpose to ap 
prise the committee of the need for enactment of S. 2661. We urgently request 
your support of the bill and ask that special measures be taken, if necessary, 
to secure its enactment. This organization as well as otber similar ones througb- 
out the State, our affected city governments and the appropriate departments 
of our State government all stand ready, we are sure, to supply the committee 
with any additional information it may desire in connection with the subject 
matter of S. 2661. 


S. 1956, a bill to amend the Merchant Marine Act, 1936, for the purpose of 
providing with respect to the requirements for the operation of subsidy con- 
structed vessels that certain vessels shall be considered as operating in foreign 
trade. 

We endorse this legislation with the provision that it may requirement amend- 
ment to overcome objections by the Secretary of Commerce to the bill as 
presently drawn. In general the bill is designed, along with S. 2661, to initiate 
the desired and necessary vehicle and passenger ferry system in southeastern 
Alaska. Federal-aid highway matching funds are not available, under present 
law, for use in construction of the desired vessels. This legislation would make 
possible the subsidy construction of the vessels under the Merchant Marine 
Act of 1936, together with the loaning of a substantial portion of the funds for 
their acquisition. 

(The Secretary of Commerce has expressed opposition to Senate bill 1956 in a 
letter, dated September 29, 1959, to Hon. Warren G. Magnuson, chairman of the 
full Committee on Interstate and Foreign Commerce. A copy of that letter is 
attached to this statement. The objection is based on the wording that only 
requires a majority of the miles logged by any vessel during a calendar year 
in round-trip voyages from Alaska to British Columbia, Canada, to qualify 
the operation as having been one operated exclusively in foreign trade. The 
objection then goes on to point out that the vessels built with construction- 
differential subsidies would only have to operate a majority of their logged 
miles during a calendar year between Alaska and British Columbia and would 
then be free during the rest of the year to engage in domestic trade of any 
type without repayment of any construction-differential subsidy. Furthermore, 
that section 905(a) of the Merchant Marine Act, 1936, defines “foreign trade” 
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for the purposes of the act as meaning “trade between the United States, its 
Territories or possession, or the District of Columbia, and a foreign country” 
and that this bill would depart from that concept by allowing the vessels to log 
up to half of their mileage in trade between foreign countries. 

The objection from the Secretary of Commerce goes on to point out that 
under S. 1956 domestic operators who have not received subsidy and who have 
paid full prices for their ships would be faced with competition from ships 
which have been built with the aid of construction-differential subsidy and for 
which their owners have paid substantially less than the full shipyard price 
and states that section 506 of the Merchant Marine Act, 1936, is specifically 
designed to prevent this type of unfair competition. 

Unless the objections of the Secretary of Commerce are overcome with re- 
spect to S. 1956 the whole program of establishing the long-cherished passenger 
and vehicle ferry system in southeastern Alaska is in danger of collapsing. 
Since receiving the objections from the Secretary of Commerce we have com- 
municated with your office, Senator Bartlett, asking that it approach the De- 
partment of Commerce to determine if an amendment to S. 1956 to require 
exclusive operation of vessels between Alaska and British Columbia rather 
than the present provision requiring only a majority of the miles operated 
during a calendar year would be acceptable. Yesterday we received a copy of 
a letter from your office dated October 14 directed to Hon. Frederick H. Mueller, 
Secretary of Commerce, inquiring as to whether such an amendment would be 
acceptable and also expressing to the Secretary the great concern felt in Alaska 
on the matter and the necessity of somehow accommodating the views of the 
Department of Commerce without sacrificing the principles of 8. 1956. It ap- 
pears essential to clear the matter with the Department of Commerce prior 
to the convening of Congress in January, and we urge this committee, together 
with the full assistance from the Alaska congressional delegation, take the 
necessary and required steps. In order to assist the committee we have also 
attached to this statement a copy of the letter of October 14, 1959, from Hon. 
E. L. Bartlett, to Hon. Frederick H. Mueller, Secretary of Commerce, inquiring 
as to the acceptability of the proposed amendment to S. 1956. 


Mr. Boarpman. This concludes our statement with respect to the 
several bills on which the committee is taking testimony. We want 

to again thank Senator Bartlett and the committee for the oppor- 
tunity to appear before you and express our views. If the committee 
has any questions we would be very happy to try and answer them. 

Senator Barrierr. Thank you, Mr. Boardman, for a very com- 
plete and informative statement. I have a few questions. 

Senator Barrtierr. I should like you to turn to page 2 of your state- 
ment, if you will. 

There you state a preference on the part of the Ketchikan Chamber 
of Commerce for the mandatory requirements of S, 2451 as compared 
to the permissive suggestions made in S. 2452. 

I wonder if you would be good enough, Mr. Boardman, to tell the 
committee why the chamber prefers mandatory instead of permissive 
legislation ? 

“Mr. Boanpaan. These two bills were reviewed by our board of di- 
rectors, and we felt that the filing of the joint rates and the routes was 
very desirable for the Alasks picture, and a procedure that was long 
lacking. If it was desir: e think it is—we would prefer 
that it ‘be on a mandatory athae than on a permissive basis. 

Senator Barrierr. Then you do not want to take chances on there 
being no through rates. 

Mr. BoarpMan. Someone once said “a bird in the hand is worth 
two in the bush.” 

Chairman Bartterr. As far as I am aware, Mr. Boardman 
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I may be in error on this—we had not heard about the problem pre- 
sented on page 2 of your statement about the incorporation of the 
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Alaska Railroad Company, concerning leasehold property. I want to 
thank you for calling that to our attention, and I am sure that it will 
be amplified when we reach Anchorage and Fairbanks. 

Mr. BoarpMan. It was relayed to us by a member of our board, 
who is associated with a local firm that does a lot of business up in 
that area, so we took it for his face value on it. 

2 Senator Barrierr. We will certainly look into that feature of the 
ill. 

Now, we are going to hear testimony, this afternoon, we understand, 
on the subject of charter shipping, the subject covered by S. 2669; 
but, in the meantime, I wonder if you would care to amplify your 
statement on this matter in any way? Specifically, it has been 
claimed—it was claimed while the original legislation was under con- 
sideration ; it was claimed while the legislation was in force, which is 
right now, and will be claimed, I suspect, in consideration of this very 
bill, that this provides unfair competition for the common carrier; 
that the charter ships do not meet the same safety and manning re- 
quirements as those imposed on common carriers; and this is not fair 
competition, and should not be permitted to continue. 

What do you have to say to that? 

Mr. BoarpmMan. Senator, I think in speaking for our group, that 
we would probably feel that, it is up to the proponents and prime 
movers and sponsors of this legislation to—and I am sure that they 
will, this afternoon, in their period of testimony—develop that point, 
and attempt to satisfy the committee on it. In a very general way, 
I might say that there can be unfairness on two sides of the fence; I 
am sure that some of our smaller communities, places where construc- 
tion projects are located in isolated spots up here, like satellite track- 
ing stations, and other things that have been built in isolated locations, 
where we know, from direct records, that this type of service has 
been very beneficial. I think this group, this afternoon, will cover 
that phase of the question, I am sure that they will. 

Senator Bartierr. All right, now, one further question with refer- 
ence to this, and you may care to have them answer it, too, and that 
will be perfectly all right, if you do. The question is this: 

If this charter service is discontinued, do you believe hurt would 
be done to the city of Ketchikan, itself ? 

Mr. Boarpman. I do, and that, too, is the position of our chamber 
on the matter. 

Senator Barrietr. Now, Mr. Boardman, as everyone does, sooner 
or later, in southeastern Alaska, I turn to the subject of ferries. Is 
it not true that one of the difficulties of this part of Alaska arises on 
account of the fact that substantially all of it is in a Federal reserve, 
Tongass National Forest, an area of substantially 16 million acres? 
Therefore, the roads, within this national forest, which is by far the 
largest in the United States, are built under Forest Highway Fund ap- 
propriations. Is it a correct statement to say that you—you resi- 
dents of southeastern Alaska will not share in the greatly increased 
appropriations which will come to the State of Alaska for roadbuild- 
ing in the public domain area, and that you would never be able to 
get enough money for highways here, even if there should be the 
intention on the part of the Federal Government to build them, 
because the forest highway appropriations aren’t large enough? 
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Mr. BoarpMan. I would say it is, Senator, although to slightly 
modify it, some of the through routes, through. our communities, have 
qualified for Federal aid highway participation. Our through arterial 
route in town qualifies, but, as you state, it is of such limited mileage 
in the overall picture, that the statement that you pose, is generally 
true. 

Senator Bartierr. Would a road for example, from here to Juneau, 
if such could be built, which is geographically impossible, qualify for 
expenditure of other than highway funds, since there is no public 
domain land except in scattered tracts between here and Juneau? 

Mr. Boarpman. It probably would not. It is an academic question. 
It might possibly be defined as a part of the highway system. 

Senator Bartierr. Well, that might be about as difficult as getting 
this billenacted. [Laughter. | 

You said there was some trouble—there would be some trouble in 
building these roads at, and I quote “reasonable cost”; and do you 
have any notion, Mr. Boardman, of your own knowledge, from what 
you have heard, what highway construction runs to a mile at this 
time in this section of Alaska ? 

Mr. Boarpman. In this area, to build a highway of the grade and 

standards that you would want, if you could build them to link these 
communities, it would run, oh, probably on an average mile basis, half 
a million to $650,000 a mile; I may—I can’t speak with complete au- 
thority on that; 1 know that the road construction that we had around 
here, in recent years, being merely realining and straigthening and 
blacktopping present road systems, ran up to close to that figure, to the 
half million dollar a mile figure. If I could depart, at this point, 
from a theoretical standpoint, there is some 400 nautical miles between 
Prince Rupert, B.C., and Haines, that we propose to link with this 
ferry system. If you could build the roads through that terrain, which 
is impossible, because we are on islands, with intervening mountainous 
terrain; but if you could, with this type of country, you would have a 
capital expenditure of probably between $50 and $70 million at the 
very minimum, to put a stretch of road of 400 miles into this country, 
plus the problem of maintenance. 
_ This whole ferry system can be capitalized, implemented and put 
into complete operation for just a fraction of that figure. With these 
vessels that Mayor Hardcastle described, estimating to cost $3 million 
apiece, you can do the whole package for something less than $15 mil- 
hon. It is the only practical solution that we can come up with to 
provide the surface transportation link, or marine highway, as we call 
it, through southeastern Alaska. 

Senator Bartierr. Mr. Boardman, let’s say this could be done, and 
the vessels and the terminal facilities could be placed in operation. 
Have studies been made to reveal whether the operation, from then on, 
would be self-supporting ? 

Mr. BoarpMan. Yes, sir. 

Senator Bartierr. And the answer is? 

Mr. Barton. You say, Mr. Boardman, that the chamber of com- 
merce prefers S, 2451 that would require the filing of through routes 
and joint rates. 

ould you accept S. 2452 as an alternative in case S. 2451 could not 
be passed? That is the bill that allows the permissive filing of through 


routes and joint rates. 
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Mr. BoarpMan. Perhaps I should ask you a question, Mr. Barton: 

What would be the acceptance of a permissive wording there? I 
mean, would there be voluntary response to the thing, do you think, by 
the carriers involved? We don’t know; we are in “the dark. 

Senator Bartrietrr. Mr. Boardman, I think your question is well 
put; and, perhaps for the benefit of all of us, Mr. Barton would ex- 
plain the differences between the two bills? 

Mr. Barron. Under the Interstate Commerce Act, there are rela- 
tively few requirements for mandatory through routes and joint rates. 
There is, of course, such a requirement between common carrier rail- 
roads; and there is between common carrier railroads and certain 
water carriers; but as between railroads and trucklines, railroads and 
many other w aterlines, there is none. 

Both bills provide for a joint board of three members—one each 
from ICC, Federal Maritime, and CAB; one bill would require the 
establishment and filing of these routes and rates. The other bill 
would allow the establishment of the rates and routes but would 
require their filing after establishment. 

I think that you will find there is considerable opposition to com- 
pulsory action on through routes and joint rates from some groups 
of carriers; it has been noted in the past that these mandatory arrange- 
ments are sometimes not very satisfactory—like leading a horse to 
water but not being able to make him drink. 

I believe there is a feeling in some quarters that as far as prac- 
tical results go, the bill establishing permissive arrangement might 
give better results, as far as furnishing transportation service goes, 
rather than the mandatory requirement proposed. 

Senator Bartierr. May I ask a question of you there, Mr. Barton: 

If one or two carriers were to file permissively, would not that likely 
induce other carriers to file similar through tar iff's 2 

Mr. Barron. Yes; for competitive reasons, and the fact that busi- 
ness would be facilitated and shippers accommodated, would prob- 
ably lead to more use of permissive arrangements than would appear 
on the surface. 

Mr. Boarpman. Senator, a question has arisen in our minds since 
we took a stand on Senate bill 1507, and I would like to ask a question 
on it, if it is in order. 

Senator Bartterr. It will be in order; and you may direct the 
question to Mr. Barton, who is the expert on this subject. 

Mr. Boarpman. The question that comes up, Mr. Barton, under 
the legislation proposed, is this: We have operators in the Alasks 

maritime trade who—who—well, I can give you the names of them, 
in fact, the Foss Launch & Tug. Co. is an example, that operates a 
barge service out of Tacoma, that services our local pulp mill and 
other areas with a barge type of operation. There’s an Upper Co- 
lumbia River Towing Service. We are wondering if S. 1507 is 
enacted and becomes the law, and the regulations of the ICC come 
into play, whether others that might want to engage in that type of 
activity would be precluded from “doing so? In other words, would 
they run into some very restrictive qualification items that might 
prohibit a free play of organizations that choose to engage in that 
type of activity ? 
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Mr. Barron. Mr. Whitehouse, of the ICC staff, is here, as you know. 
I believe that he can answer that question better than I can, Senator 
Bartlett 

Senator Barrierr. Mr. Whitehouse, would you care to come to the 
table ¢ 

Mr. Wrirenouse. My name is Henry Whitehouse, and I work for 
the Interstate Commerce Commission. 

Mr. Barron. In what capacity / 

Mr. Wurrenouse. As an attorney on the staff of Commissioner 
Walrath. 

There would be, to a degree, that fact that Mr. Bordman raised. 
If another carrier wanted to come in, he would have to file an appli- 
eation, and we would have to show public convenience and necessity, 
and get a certificate for the operation. 

Mr. Barvor. W hereas, the present operations would be granted 
grandfather rights / 

Mr. Wurtrrnouse. The present operations would get grandfather 
rights; and, as it is now, anybody can move in, or out, at will. 

Mr. Boarpman. Well, I might state, Senator Bartlett, that I don’t 
think that our group was fully aware that this implication, or this 
thing, might hap pen; and it might be that we would want to review 
our position on that particular piece of legislation; and, with your 
permission, file a later amending stateme nt, to our—to this statement ? 
{ don’t know, but I would like to ask if that would be permissible, 
in view of this implication ¢ 

Senator Barrierr. That is permissible. You can file a supple- 
mentary statement, if you desire to, and we shall be glad to receive it. 

Mr. Boarpman. As I state, this is something that hadn’t occurred 
to us; and now that it does come up, it might have a bearing on our 
thinking. 

Senator Bartrierr. You amend or correct your statement originally 
given in any way you care to, Mr. Boardman. 

Mr. BoarpMan. Thank you. 

Commissioner WaLratH. Senator, I have something supplementary 
to Mr. Whitehouse’s answer to Mr. Boardman. 

Senator Barrierr. Commissioner Walrath, will you come forward 
and qualify yourself, and then we would be happy to hear your sup- 
plementary statement. 

Commissioner Watratu. Mr. Chairman, my name is Laurence K. 
Walrath, and Iam a member of the Interstate Commerce Commission. 
This is not my first visit to Alaska, but I am very happy to be back. 

I think my attorney, Mr. Whitehouse, would agree that what we 
are talking about, Mr. ‘Boardman, when he answers you, is the com- 
mon carrier operation which — certification. Under the S. 1507, 
if it were passed, all of your carrier operations would, except those 
specifically exempt, come unde our jurisdiction; and "he is correct 
that they would show the need for the service, rather than at will, 
coming into participate in traffic which might be a sometime propo- 
sition, and which traditionally has made it difficult for any area of 
our country to develop a sound service, and one that you can rely upon. 

I don’t view the certification requirements as seriously as you 
might, at first glance, because over the period of time, we have found 
that the Interstate Commerce Commission—and I am thinking now 
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of prior to my service on it—have been very liberal in the grants of 
water certificates. I don’t say this to disagree with Mr. Whitehouse; 
I think that his answer was absolutely correct, Senator, that the bill 
would require certification; but I don’t think that certification in it- 
self should frighten us; that was the main purpose of my asking to 
speak, at this time. 

Senator Barrierr. Thank you, Mr. Commissioner. 

Mr. Barton, do you have any further questions? 

Mr. Barron. No more questions, Senator. 

Senator Bartietr. We are obligated to you, Mr. Boardman; thank 


you very much. 

Mr. BoarpmMan. Thank you, Senator. 

I might state that your very kind cooperation in addressing the 

totary Club this noon, is appreciated. If any of the other visitors 

here would like to attend that meeting, as our guest, we would like to 
extend that invitation. We know that you have to have lunch, some- 
where; it is in the Stedman Hotel, in this same block. I would like 
to have the following communications, to me, placed in the record. 

Senator Bartietr. The five communications will be placed in the 
record at this point. 

THE SECRETARY OF COMMERCE, 
Washington, D.C. 
Mr. W. K. BOARDMAN, 
Ketchikan Chamber of Commerce, 
Ketchikan, Alaska. 

DeaR Mr. BoarpMAN: This is in reply to your letter of September 14, 1959, 
urging that this Department endorse S. 2261, a bill which would permit the use 
of Federal-aid highway funds in the construction of approaches to ferry facili- 
ties on the Federal-aid highway systems, and a companion bill in the House of 
Representatives. 

These bills are under consideration by the Department, and formal views 
with respect to them will be submitted to the chairmen of the committeee to 
which they have been referred after appropriate clearance by the Bureau of 
the Budget pursuant to established procedures for the reporting by executive 
departments and agencies on pending legislation. 

We realize that the establishment of a ferry service in southeastern Alaska 
is of unique importance to the State and to those persons and organizations in 
Alaska having an interest in the furtherance of transportation. We appreciate 
receiving, therefore, your views on this important subject. 


Sincerely yours, 
——_ ——_—, Secretary of Commerce. 


U.S. SENATE, 
COMMITTEE OF INTERSTATE AND FOREIGN COMMERCE, 
October 2, 1959. 
Mr. W. K. BoARDMAN, 
Manager, Ketchikan Chamber of Commerce, 
Ketchikan, Alaska. 

DEAR MR. BOARDMAN: Enclosed is a copy of an adverse report from the Sec- 
retary of Commerce with respect to S. 1956. A report on this bill was also 
furnished to Senator Magnuson by the Acting Secretary of State who reported 
that “The Department of State * * * perceives no substantial foreign policy 
implications in this bill, and accordingly makes no comment.” 

In view of the opposition to S. 1956 expressed by the Secretary of Commerce 
I thought you would want to study the complete text of his letter which may 
offer ideas for rebutting his position or for modification of the bill to obtain 
the acceptance of the executive branch. We would welcome any views you may 
have on this matter. 

Sincerely yours, 


JOE JOSEPHSON, Legislative Assistant. 
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THE SECRETARY OF COMMERCE, 
Washington, September 25, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DeAR Mr. CHAIRMAN: This letter is in reply to your request of May 18, 1959, 
for the views of this Department with respect to S. 1956, a bill to amend the 
Merchant Marine Act, 1936, for the purpose of providing with respect to the 
requirements for the operation of subsidy-constructed vessels that certain ves- 
sels shall be considered as operating in foreign trade. 

The Department does not recommend enactment of 8S. 1956. 

Section 506 of the Merchant Marine Act, 1936, as amended (46 U.S. C. 
1156), now requires generally that vessels for which a construction-differential 
subsidy has been paid be operated exclusively in the foreign trade of the United 
States. On such voyages certain specified limited intercoastal or offshore 
domestic trade may be engaged in; permission may also be granted for trans- 
fer of a vessel to operate in domestic commerce for temporary periods. How- 
ever, in all cases where any domestic trade is allowed a proportionate amount 
of construction-differential subsidy must be repaid to the United States. 

S. 1956 would amend section 506 by inserting at the end thereof the follow- 
ing: “For the purposes of this section if the majority of the miles logged by 
any vessel during a calendar year are logged in round voyages from Alaska 
to British Columbia, Canada, such vessels shall be deemed to have been op- 
erated exclusively in foreign trade during such year.” 

Under this bill, if a vessel built with construction-differential subsidy logs 
a majority of its miles during a calendar year between Alaska and British 
Columbia, it would be free during the rest of the year to engage in domestic 
trade of any type without repayment of any construction-differential subsidy. 
Furthermore, since section 905(a) of the Merchant Marine Act, 1936, defines 
“foreign trade” for the purposes of the act as meaning “trade between the 
United States, its territories or possessions, or the District of Columbia, and 
a foreign country,” the bill would also enable such a vessel to log up to half 
its mileage in trade between foreign countries. 

Present law provides that, except upon repayment of subsidy in certain spe- 
cifically authorized cases, a vessel built with construction-differential subsidy 
may engage only in foreign commerce of the United States. With this limited 
exception U.S. domestic trade is reserved exclusively for vessels built without 
the aid of subsidy. However, under S. 1956 domestic operators who have not 
received subsidy and who have paid full prices for their ships would be faced 
with competition from ships which have been built with the aid of construction- 
differential subsidy and for which their owners have paid substantially less than 
the full shipyard price. Section 506 is specifically designed to prevent this type 
of unfair competition. 

The bill would constitute a major departure from the basic principles under- 
lying the award of construction-differential subsidy under the Merchant Marine 
Act, 1936. This Department is not aware of any special circumstances which 
would justify such a departure. 

The Department therefore recommends against the enactment of S. 1956. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this letter to the committee. 

Sincerely yours, 
FREDERICK H. MUELLER, Secretary of Commerce. 


U.S. SENATE, 
COMMITTEE OF INTERSTATE AND FoREIGN COMMERCE, 
October 14, 1959. 
Mr. W. K. BoarpMAN, 
Manager, Ketchikan Chamber of Commerce, 
Ketchikan, Alaska. 


DEAR Mr. BoArDMAN: This will confirm receipt of your telegram reading: 
“Re letter October 2 enclosing objections of Secretary of Commerce to S. 1956. 
Can you determine and advise before October 20 if language were changed to 
require exclusive operation of vessels between Alaska and British Columbia 
rather than present provision requiring only a majority of the miles operated 
during a calendar year?’ 
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I have talked today with officials of the Office of Legislative Counsel in the 
Department of Commerce. They advise me that the only way in which we can 
obtain an Official position of the Department on the proposed change mentioned 
in your telegram is by addressing an inquiry to the Secretary of Commerce. 
The enclosed letter to the Secretary of Commerce reflects that information. 

Any suggestions on the possible revision of S. 1956 are very welcome because 
it would appear to be essential, prior to the convening of Congress in January, 
that efforts be made to accommodate the views of the Department of Commerce 
without sacrificing the principles of S. 1956. 

Sincerely yours, 
Jor Josepuson, Legislative Assistant. 


OcTOBER 14, 1959. 
Hon. FREDERICK H. MUELLER, 
Secerctary of Commerce, 
Washington, D.C. 

Dear Mr. Secretary: On September 29, in a letter to Hon. Warren G. Mag- 
nuson, you submitted for the Department of Commerce an adverse report on 
S. 1956. This legislation was designed by its sponsors, Senator Ernest Gruening 
and myself, to make possible construction subsidies for ferry vessels operated 
on a proposed route between points in southeastern Alaska and British Columbia. 
The proposed ferry system is the only conceivable way in which the communities 
of southeastern Alaska and Prince Rupert, British Columbia, could be joined by 
scheduled surface transportation. As an engineering matter, these conimunities 
cannot be connected by roads or highways. 

In the course of your report you said: 

“Under this bill, if a vessel built with construction-differential subsidy logs a 
majority of its miles during a calendar year between Alaska and British Colum- 
bia, it would be free during the rest of the year to engage in domestic trade 
of any type without repayment of any construction-differential subsidy. Further- 
more, since section 905(a) of the Merchant Marine Act, 1936, defined ‘foreign 
trade’ for the purposes of the act as meaning ‘trade between the United States, 
its territories or possessions, or the District of Columbia, and a foreign country,’ 
the bill would also enable such a vessel to log up to half its mileage in trade 
between foreign countries.” 

I have just received a telegram from the manager of the Ketchikan, Alaska 
Chamber of Commerce. The telegram expresses the great concern about this 
matter which is felt in Alaska and reads as follows: 

“Re let October 2 enclosing objections of Secretary of Commerce to S. 1956. 
Can you determine and advise before October 20 if bill would be acceptable 
by Commerce if language were changed to require exclusive operation of vessels 
between Alaska and British Columbia rather than present provision requiring 
only a majority of the miles operated during a calendar year?” 

No operator is currently providing the service contemplated by the proposed 
ferry system. I am wondering whether the change described in the telegram 
I have quoted would meet the objections of the Department. I am very anxious 
that, if possible, some agreement be reached so that the goal of S. 1956 may be 
attained without impediment. If necessary, I know that the delegation would 
be pleased to confer with Department of Commerce officials on this matter. 
Meanwhile, I would appreciate any information which I could report to the 
sender of the telegram in response to his inquiry. 

Sincerely yours, 
BE. L. Bartlett. 


STATEMENT OF ROBERT E. SHARP, CITY MANAGER, KETCHIKAN, 
ALASKA 


Senator Bartierr. The next witness is Mr. Robert E. Sharp, city 
manager of the first city of Alaska, Ketchikan. 

Mr. Suarp. Senator Bartlett, my name is Robert E. Sharp, Box 
110, Ketchikan. 

I put on a different hat, this morning, and represent the south- 
eastern conference, whose membership includes the cities of Juneau, 
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Metlakatla, Port Chilkoot, Ketchikan, Petersburg, Sitka, Skagway, 
Yakutat, Wrangell, Douglas, Craig, Hydaburg, Klawock, Kake, and 
the Chambers of Commerce of Petersburg, Ketchikan, Sitka, Juneau, 
Wrangell, Craig, Hydaburg, Klawock and Haines. ' 

Senator Bartierr. Mr. Sharp’s statement will be incorporated in 
the record at this point, as exhibit No. 4. 

(Southeastern conference statement, exhibit 4, follows, Mr. Sharp 
testifying :) 


SOUTHEASTERN CONFERENCE STATEMENT FOR SUBMISSION TO THE SENATE INTER- 
STATE AND FOREIGN COMMERCE COMMITTEE HEARING AT KETCHIKAN ON OCTOBER 
20, 1959 


The southeastern conference is a nonprofit association of cities and chambers 
of commerce in southeastern Alaska interested in the improvement of trans- 
portation and harbor facilities in this area of Alaska. Its membership consists 
of the cities and towns of Juneau, Metlakatla, Port Chilkoot, Ketchikan, Peters- 
burgh, Sitka, Skagway, Yakutat, Wrangell, Douglas, Craig, Hydaburg, Klawock 
Kake, and the Chambers of Commerce of Petersburg, Ketchikan, Sitka, Juneau, 
Wrangell, Craig, Hydaburg, Klawock, and Haines. 

There is no road system connecting the various communities in southeastern 
Alaska. Also, these communities have no road connections with the Alaska 
highway system on the north or the Canadian highway system on the south. 
Most of these communities are located on offshore islunds. ‘This fact, coupled 
with the rugged terrain along the coast of southeastern Alaska, makes conven- 
tional road or highway construction impractical and uneconomical. As an 
exaniple, the cost of local road construction in the vicinity of these cities and 
towns ranges from $250,000 to $1 million per mile. It is obvious that such high 
construction costs and the necessity of bridging to the various islands, if it were 
practical, make the financing of road construction out of the question when you 
consider that it is some 470 miles by direct water route from Prince Rupert, B.C., 
to Haines, Alaska. It was for this reason that the southeastern conference 
decided that the most practical way, and certainly the most economical, to pro- 
vide surface transportation for motor vehicles and passengers was the establish- 
ment of a ferry system. 

The board of directors of the southeastern conference, in July 1959, adopted 
the following resolution in which there is contained a plan for the establishment 
of a ferry system for southeast Alaska: 


“RESOLUTION 


“It appearing to the board of directors of southeastern conference that a ferry 
system is needed in southeastern Alaska which will result in an additional con- 
nection through Canada between the highway system in the interior of Alaska 
and that in the other 48 States: Now therefore, be it 

“Resolved by the board of directors of southeastern conference, That it ree- 
ommend the establishment of such ferry system substantially as follows: 

“1. Between Prince Rupert, B.C., and Haines, Alaska, to be operated with high- 
speed vessels on through service. 

“2. That such service be supplemented with ferry service to other communi- 
ties to which economically feasible service can be maintained. 

“3. That the service be limited to vehicles and passengers, including freight- 
laden vehicles. 

“4. That the service be commenced with 3 vessels capable of each carry- 
ing approximately 100 vehicles and 500-700 passengers at a speed of 18 knots. 
“5. That a nonprofit corporation be organized to own and operate the system, 
which will be eligible for financial assistance from the State of Alaska and 
from the United States under the Merchant Marine Act of 1936. 

“6. That legislation be enacted by the Legislature of the State of Alaska which 
will permit financial assistance to be given by the State to such corporation. 

“7, That the Congress of the United States be urged to enact either S. 1956 or 
H.R. 7102 to permit the financing of vessels through a subsidy and construction 
loan under the Merchant Marine Act of 1936. 
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“8. That the Congress of the United States be urged to enact an amendment 
to the Federal Highway Act to permit the financing of terminal facilities and 
highway access thereto from Federal-aid highway funds. 

“9, That upon enactment of the legislation mentioned above, the State of 
* Alaska be requested to grant a loan to the corporation sufficient to pay that part 
of the cost of constructing the vessels which is not available under the Merchant 
Marine Act of 1936, and which is now estimated to be $2,500,000. 

“10. That on enactment of such legislation, the corporation apply for a con- 
struction subsidy under the Merchant Marine Act of 1936 to defray 45 percent 
of the cost of constructing the vessels and a loan under the same act to defray 
75 percent of the remaining cost of said vessels. 

“11, That the State of Alaska be requested to loan the corporation operating 
capital and the amount needed to pay principal and interest on its loans for the 
first 3 years of operation, now estimated to be $2,300,000. 

“12. That the State subordinate its loans to the corporation to any loan made 
under the Merchant Marine Act of 1936. 

“13. That the State provide terminal facilities and access thereto as public 
facilities which may be used for other purposes, now estimated to cost $3 
million.” 

To initiate the ferry system the above plan envisions the use of three vessels 
which would provide daily service between Prince Rupert, B.C., and Haines- 
Skagway, with intermediate stops at Ketchikan, Wrangell, Petersburg, and 
Juneau. Service would be provided to Sitka on a less frequent schedule. The 
following is an estimate of the cost under the plan outlined : 


Estimated cost of system under insured financing through Maritime Administra- 
tion with a construction subsidy and terminal facilities under Federal highway 
aid funds ; 


Estimated construction costs: 


I ialastisaceiinsiuanaibiaditiaoanbhaidaie $9, 627, 000 
ee ee ee  stinenenenein 2, 970, 000 
Spare parts, materials and supplies__._....------.--------.-. 500, 000 
TOUS ULSI OND OF TACIT OD ce cremnccandenennmm net 13, 097, 000 
Estimated financing and other costs: 
in csleenntinannidiaeeuneanteds 200, 000 
to. a eietedtiama emma tincnie 250, 000 
I nT cs seepatipiestnenebaSieiiaetptleniebeisianielint 100, 000 
ee 550, 000 
I SO cen eliilins 13, 647, 000 
Deduct 45-percent construction subsidy on vessels._...cc.....____ (4, 332, 150) 


Deduct cost of terminal facilities provided under Federal highway 
aid funds 


adalah eorcsnertanatiententanethtaninermietatarseemasniemnestatees Inenincenatnlequdetates (2, 970, 000) 
I IS COE OE ON oo ite ndkhdteeninninwntiitbwn 6, 344, 850 
Insured loan from private financing sources, 75 percent of vessel 
I enelinnlls 3, 978, 638 
Initial cash investment required__......................._ 2, 366, 212 


1 The service to Sitka can be Pew in either of two ways with the vessels proposed 
under this system of service. call can be made weekly by both of the vessels on the 


Juneau-Prince Rupert run or the vessel on the Juneau-Haines-Skagway run could be used 
for intermittent trips to Sitka. 
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It is estimated that the following passenger movements could be expected. 
The table shown below breaks these movements down by Alaska area of origin 
or destination as well as winter and summer seasons and a total for the year: 














Area | Winter Summer Full year 
act décccevdécocmtcidksencciddiaduldssgewtdicbaesauue 5, 464 14, 893 17, 357 
II a cints isis om dd deneosseenagenteweees snug beaennans pan 4, 937 19, 596 24, 533 
IE I 6 2 ors i nich ee dinnginana a gueeaiaag aidaa nina 260 4, 270 4, 530 
OGM. Hinds ctihcncsncien esi udck te aan hie 7, 661 38, 759 46, 42 0 





The above estimated passenger movements reflect an estimated 16,744 deck 
passengers, 18,262 automobile passengers excluding the drivers, and 11,414 auto- 
mobiles including drivers. These estimates are contained in the W. C. Gilman 
Co. report which was made in 1957 for the Bureau of Public Roads. The south- 
eastern conference feels that the estimate is conservative. 

The following are recommended rates and charges: 


Recommended 1-way ferry rates, southeastern conference 





Trucks and other vehicles 
Automobiles, 
Passengers including 
driver 20 to 40 feet | 40 to 60 feet 
in length in length 











I is acts oc aknedegiunrhynase cys . $1.00 $4 $8. 50 $12 
EO ens cwccucudawamancy sendin 3. 50 18 34. 00 41 
NI ia oir cnn ec csden clokbace 7.00 36 68. 00 82 
IEW DONO i. iumicncedncoumesadiniebuse 3.00 15 28.00 34 
WYOMel BOCCMIEOR .. . 5 one once ceocennnss-0-- 6.00 2 56. 00 68 
Ketchikan-Prince Rupert-.........-..-.----.- 6. 00 29 56. 00 68 

Total Skagway-Prince Rupert----....-.-- 26. 50 131 250. 50 305 





The above recommended one-way ferry rates are the same as recommended 
in the Gilman report except for automobiles including driver. The proposed 
rate for automobiles including driver is approximately 65 percent of the recom- 
mended rate in the Gilman report. It is the opinion of the conference that the 
Gilman recommended rate is excessive for automobiles with driver and would 
not be conducive to the use of the ferry service. 

Based on the estimated passenger movement and rates as previously set forth 
in this statement the following is an estimate of revenues, expenses, and debt 
service for the years 1962 through 1965: 











Estimated | Estimated | Balancefor| Annual Debt serv- 
Year revenues expenses debt service|debt service Net ice times 
earned 
Bees acs wes «atMie Oda woldthia $925, 774 |! $1,752, 500 | ($826, 726) $482, 232 | ($1, 308, 958) }_..........- 
ee eee 1, 502,320 | 1, 752, & (248, 180) 482, 232 CPE EE ha nistinatiemniees 
RE ci Laliaadtpan'eh aeieendes cane 1, 967, 257 | 1,752, 800 214, 757 482, 232 (267, 475) 0. 45 
DGS tub eandseccdntstsecedcs 2, 314, 385 | 1, 752, 500 561, 885 482, 232 79, 653 1.17 
SID MINI, ns a sean is scien taste einliele | waddle heii Mies eben panel ites eediendl trtenies FF vn cmannicntie 
Total subsidy_..---- spinor ugh aed fs ov.ok te BCD atone lgatcac ia ile nk he a bose ecard eee aaa Fe OU OE i oes hina sepees 





1 Includes additional fuel costs for operation of 18-knot vessel—other expenses same as Gilman, 
2 Tota] subsidy required to meet full debt service. 


NorTe.— Parentheses denote deficit. 
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(The closing two paragraphs of the southeastern conference report 
are set out under separate headings of “S, 1956” and “S. 2661” in the 
following pages :) 

S. 1956 


(Also set out under §. 2661, p. 79) 


The above estimate of revenues, expenses, and debt service indicates that the 
ferry system would be self-sustaining, under the conference plan outlined, by its 
fourth year of operation. It becomes obvious that the passage of S. 2661 to 
amend title 283, United States Code, to provide for participation of Federal-aid 
system and S. 1956 to amend the Merchant Marine Act, 1936, to make the 
Alaska-British Columbia, Canada, run a foreign trade route within the meaning 
of this act are essential pieces of legislation to carry out the southeastern con- 
ference plan for the establishment of a ferry system for southeastern Alaska. 
The southeastern conference looks on this proposed ferry system as an exten- 
sion or part of the Alaska Federal-aid highway system. For this reason the 
approach roads to the ferry vessels become a logical part of the system and 
should be eligible for participation of Federal-aid highway funds. The ferry 
vessels would be operated on a year around basis between Alaska and British 
Columbia, Canada, except for periods of lay up for maintenance. Therefore, 
the southeastern conference feels that the passage of these bills is justified and 
desirable. The conference is aware that the Secretary of Commerce has ob- 
jected to the passage of S. 1956 because of the fear these vessels will operate 
elsewhere for part of the year in competition with nonsubsidized vessels en- 
gaged in the domestic trade. It is obvious that the intent of the plan which 
is outlined is quite to the contrary. The fact is that the plan envisions State 
participation and organization of a nonprofit corporation, which would have as 
its purpose operation of the ferry vessels only in the Alaska-Pritish Columbia, 
Canada, trade. It is intended to provide for the transportation of motor ve- 
hicles and passengers between the highway terminal points of the Canadian 
Highway System at Prince Rupert, B.C., and the Alaskan Highway System at 
Haines-Skagway. We urge the committee to adopt an appropriate amendment 
to remove the objection of the Secretary of Commerce. It appears that if the 
language of the bill was changed to require that the vessels be operated ex- 
clusively in the Alaska-British Columbia, Canada, trade rather than the existing 
language “* * * for the majority of the miles logged * * *” that the basis 
of the objection of the Secretary of Commerce would no longer be valid. 

The southeastern conference urges this committee and the Congress to act 
favorably on S. 2661 and S. 1956 with an appropriate amendment. 

SOUTHEASTERN CONFERENCE, 
Rosert EB. SHArpP, President. 


S. 2661 
(Also set out as S. 1956, p. 77) 


The above estimate of revenues, expenses, and debt service indicates that the 
ferry system would be self-sustaining, under the conference plan outlined, by 
its fourth year of operation. It becomes obvious that the passage of S. 2661 to 
amend title 23, United States Code, to provide for participation of Federal-aid 
system and S. 1956 to amend the Merchant Marine Act, 1936, to make the 
Alaska-British Columbia, Canada, run a foreign trade route within the meaning 
of this act are essential pieces of legislation to carry out the southeastern con- 
ference plan for the establishment of a ferry system for southeastern Alaska. 
The southeastern conference looks on this proposed ferry system as an exten- 
sion or part of the Alaska Federal-Aid Highway System. For this reason the 
approach roads to the ferry vessels become a logical part of the system and 
should be eligible for participation of Federal-aid highway funds. The ferry 
vessels would be operated on a year-round basis between Alaska and British 
Columbia, Canada, except for periods of layup for maintenance. Therefore, 
the southeastern conference feels that the passage of these bills is justified and 
desirable. The conference is aware that the Secretary of Commerce has ob- 
jected to the passage of S. 1956 because of the fear these vessels will operate 
elsewhere for part of the year in competition with nonsubsidized vessels engaged 
in the domestic trade. It is obvious that the intent of the plan which is out- 
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lined is quite to the contrary. The fact is that the plan envisions State partici- 
pation and organization of a nonprofit corporation, which would have as its 
purpose operation of the ferry vessels only in the Alaska-British Columbia, 
Canada, trade. It is intended to provide for the transportation of motor vehicles 
and passengers between the highway terminal points of the Canadian Highway 
System at Prince Rupert, B.C., and the Alaska Highway System at Haines- 
Skagway. We urge the committee to adopt an appropriate amendment to re- 
move the objection of the Secretary of Commerce. It appears that if the lan- 
guage of the bill was changed to require that the vessels be operated exclusively 
in the Alaska-British Columbia, Canada, trade rather than the existing language 
oe * * for the majority of the miles logged * * *” that the basis of the objection 
of the Secretary of Commerce would no longer be valid. 

The southeastern conference urges this committee and the Congress to act 
favorably on S. 2661 and S. 1956 with an appropriate amendment. 


SOUTHEASTERN CONFERENCE, 
Rosert KE. SuArp, President. 

Senator Barrierr. Mr. Sharp, we welcome you in this other capac- 
ity; it is obvious that you approach the committee with an enormous 
jurisdiction and prestige ; and it is also obvious that you are wearing 
a very large hat to cover all of this territory, and we will be glad to 
hear from. you, by way of a verbal statement, to supplement the one 
already offered. 

Mr. Swarr. My preference, Senator, to do that, is to avoid repeti- 
tion of two previous witnesses in the detailed statement. 

First, the matter of designation of Federal-aid highways through 
this area, which was raised a moment ago: It is possible to parallel 
Forest Service highways with Federal-aid highway designations. It 
has been done, and it can be done; but the practical aspect, I think, 
is the important one. 

My cost information on construction is that you have a variation 
of $250,000 to $1 million per mile in the local roads constructed, adja- 
cent to the communities that have local roads. If you attempted to 
do that throughout this 470 mile area, that we are speaking of, or 
route that we are speaking of, you can see that you could conceiv ably 
run into $470 million in costs per single highway along the route be- 
tween Prince Rupert and Haines, which is the equivalent of 10 years 
of Federal-aid highway fund apportionments in the State of Alaska ; 
so the imprac ticability from a construction standpoint, and particu- 
larly from a finane ial standpoint, is a glaring thing, when you stop 
to think that the State could conceivably consider “spending for 10 
years all of its Federal-aid highway funds in one section of the State. 

I think the practicability ‘and financial possibilities of ever con- 
structing a land highway to connect these communities is so far out 
of the question that we will just have to start looking elsewhere. 

It was for this reason that the southeastern conference, after many 
attempts in finding a solution for the financing of the ferry service, 
came up with a 13-point plan, which is set forth in the statement. 

And a very essential part of that plan is the enactment of S. 1956, 
and S. 2661 to make Federal aid highway funds available for ferry 
landing facilities, which are estimated at some $3 million, and to 
qualify these vessels for construction subsidy under the Merchant 
Marine Act. of 1936. 

I would like to go over the cost picture for just a moment; page 3. 

The estimates for the three vessels that are planned initially, nine 
terminals, spare parts, materials, and supplies to start operations, is 
$13,097 ,000, Add to that $550,000 for your interest during construc- 
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tion, working capital, financing, and legal expenses, gives us a total of 
$13,647,000. 

If the subsidy becomes available at 45 percent of the vessel cost, 
deduct $4,332,150 and deduct for financing the terminals on the Fed- 
eral-aid highway plan, $2,970,000, then you have for financing 
$6,344,850, of which, under the terms of the Merchant Marine Act of 
1936, $3,978,638 could be available in the form of a loan. So the ini- 
tial equity cash investment required to get this program going would 
be $2,366,212. 

It is proposed that the State advance to a nonprofit corporation that 
would have no other purpose than operating ferry vessels, the equity 
capital and also sufficient cash to pay the debt service during the first 
3 years of operation. Both of these amounts would be repaid; and | 
will point out the financial feasibility. 

Before getting further into revenues and expenditures, the W. C. 
Gilman Co. of New York made a survey of the potentials of this serv- 
ice, and I have summarized the origin and destination and number of 
passengers that they might expect would utilize it from the southeast 
area, a total of 17,300-odd passengers per year, which is broken down 
with the majority occurring during the summer. 

From the central district of the State, a total of 24,583 per year, and 
a combination, southeast-central, 4,530, giving you a grand total of 
46,420 passengers that would be expected to utilize the service, per 
year. 

Those passengers are broken down in this manner: 16,744 as deck 
passengers; 18,262 as automobile passengers, excluding the driver; 
11,414 automobiles, including drivers. That will give you some idea 
of the breakdown, which, relatively, will reflect that the majority will 
come from your motorist and the passengers within the automobile, 
rather than just the passenger service. 

The conference has recommended quite a variation in the rate struc- 
ture that was proposed in the W. C. Gilman Co. study in regard to 
automobiles including the driver. And the statement sets forth the 
rates. It might be interesting to review for just a moment, only that 
pertaining to the automobile and the driver. 

Between Skagway-Haines, $4; Haines to Tee Harbor, which is, of 
course, near Juneau, $18; Juneau to Petersburg, $36; Petersburg to 
Wrangell, $15; Wrangell-Ketchikan, $29; Ketchikan-Prince Rupert, 
$29, total of $131 for one-way fare between Haines-Prince Rupert. 
That amount, in the opinion of many people, is relatively high when 
you think in terms of attracting large numbers of tourists; but, when 
you consider it is only 65 percent of what was proposed, without any 
aid, either for terminals or for vessels, then I think you can readily 
see that we would be kidding ourselves to think that a lot of people 
would use service paying over $200 for an automobile and driver to 
be transported a distance of 470 miles, 

From the standpoint of feasibility with Federal-aid funds for the 
terminals, and subsidy on the vessels, using the years 1962 to 1965, 
the estimated revenues for the first year—I will use only round fig- 
ures—$925,000 ; expenditures $1,750,000 ; the service or funds available 
for debt service, of course, would reflect a deficit of over $800,000. 

That same picture would prevail until 1964, when you would have 
$214,000 available for debt service; and, in the fourth year of opera- 
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tion, the revenues would exceed the expenditures for operation by 
$561,000; and also, that amount would exceed the debt service require- 
ment of $482,000 by $79,000. 

We feel, after the fourth year of operation, under the plan that is 
outlined, the system would be financially feasible. 

So, we would like to, of course, urge the passage of both of these 
bills; and in the case of the S. 1956 we realize the Secretary of Com- 
merce’s objection is one that should, and probably can be overcome. 
I am an optimist at heart, and I think that it can be overcome; but 
from the basis of the letter set forth, in his letter to us here a few days 
ago, it is not conceivable, in my opinion, that these vessels will do what 
they fear would occur—that they would be operated part-year. Of 
course, the plan is to operate them for the full year; so we feel that 
while there is a basis for the objection, that in actually viewing the 
plan, as proposed, that it will no longer be valid. 

I believe, Ties that I have no more on the statement. 

Senator Bartierr. Thank you, Mr. Sharp, for a most helpful and 
factual contribution. It is one which I am sure the committee will 
want to, and will, consider carefully, as it takes up this legislation, 
next winter. 

Mr. Baynton ? 

Mr. Baynon. No questions. 

Senator Bartierr. Mr. Barton? 

Mr. Barron. I want to ask Mr. Sharp if he had estimated the num- 
ber of vehicles that would use the services; I haven’t had time to read 
his statement. 

Mr. Suarp. Yes; it is contained in the breakdown on page 4, 
18,260—I beg your pardon: 11,414 vehicles. 

Mr. Barron. Oh, yes; does that include trucks, as well as 
automobiles ? 

Mr. Suarp. Yes, although the analysis shows the estimate for 
trucks to be quite a low figure. The engineers, in projecting the num- 
ber of automobiles and trucks, were not very optimistic that it would 
get a great usage by truck, as far as numbers are concerned. 

Mr. Barron. Thank you, sir. 

Senator Bartierr. Thank you, Mr. Sharp. 

Mr. Suare. Thank you. 

Senator Bartierr. Thank you, Mr. Sharp, for a most helpful and 
factual contribution. It is one which I am sure the committee will 
want to, and will, consider carefully, as it takes up this legislation 
next winter. 

Mr. George Anderson. Would you please be seated, Mr. Anderson, 
and identify yourself ? 


STATEMENT OF GEORGE ANDERSON, ILWU LOCAL 62, KETCHIKAN, 
ALASKA 


Mr. Anperson. I am George Anderson, with ILWU Local 62; that’s 
the Longshoremen’s Union here in Ketchikan. 

Senator Bartierr. And you receive your mail where? 

Mr. Anverson. 728 Water Street, Ketchikan. 

Senator Bartierr. The committee will be glad to hear any state- 
ment on any subject or subjects that you may care to give, Mr. 
Anderson. 








50 ALASKAN AND HAWAIIAN TRANSPORTATION 





Mr. Anverson. I don’t know whether this has anything to do with 
any of the bills that you gentlemen are holding this hearing on, but 
it is a very important thing to the Longshoremen, and to the workers 
here in Ketchikan. The local spruce mill here, in exporting lumber 
to the Far East, has to pay an $8 per thousand differential in surface 
transportation, ‘from here to Japan or to Korea, which puts it in a 
very bad competitive position, insofar as getting Army or other 
orders of lumber. When you are under the surplus labor priority 
deal, you can’t even compete with the stateside companies, because of 
this large differential in the cost of the transportation. 

_ We feel that you gentlemen should be able to do something about 
it. 

Senator Bartietr. Explain this a litle bit more fully, Mr. Ander- 
son, if you will, so that we will have a clear idea of what it is you 
have in mind. 

Mr. Anprrson. The steamship companies charge $8 more per thou- 

sand board feet for lumber for surface tr: en ation between here 
and Japan than they do between Seattle and Japan, although we are 
closer by a great number of miles. I understand some of it is because 
of the fact that we are not on a regular port of call or trade route, 
or something or other like that, that the detention time is longer here. 
I believe that we can prove by past experience here in Ket chikan, at 
least, that our dentention time, as far as ships are concerned 1s no 
longer than stateside detention time; and we feel that they shouldn’t 
be any differential in this transportation. 

Senator Barrierr. You think that if the charges were equal as 
between here and Seattle, that there would be a volume of traffic from 
these ports to Japan, which does not now exist ? 

Mr. Anpverson. We feel, and Ketchikan Spruce Mill both feel that 
there would be 15 to 25 million more board feet of lumber bid upon, 
which would cause the spruce mill to be employed the year around, 
and also that the longshoremen would have a lot more work, here, 
locally. 

Senator Bartierr. What is your information? Does Japan have 
a serious shortage of lumber, timber products? 

Mr. Anperson. Well, this is primarily to do with these Army orders, 
or Government military orders that are required to go by American 
bottoms. 

Senator Bartierr. To where? 

Mr. Anperson. To Japan, or Korea, or Wake Island, such places 
as that. 

Senator Barrierr. Now, do you know, Mr. Anderson, whether this 

rate is established with benefit of Government intervention of any 
kind or another, or is it entirely a matter for determination by the 
private carriers, water carriers ? 

Mr. Anperson. My understanding is that it is a matter of deter- 
mination by the private water carriers, that they have set it up in 
some kind of a conference, or other. 

Senator Barrierr. And how long has this been in effect, do you 
know ? 

Mr. ANperson. My understanding is that it has been in effect since 
statehood. 

Senator Bartierr. Do you mean that it came into effect only then ? 
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Mr. Anverson. That is what I understand. I don’t know how much 
longer it has been, but since I found out about it, and tried to do some- 
thing about it, why, it has only been in the last couple of years; and 
I have been trying to do something about it, since then. 

Senator Barrierr. Mr. Barton, do you care to ask any questions 
on this subject ¢ 

Mr. Barron. I wonder what answer the steamship companies gave 
when they were requested to give parity in rates with Seattle? 

Mr. Anperson. Well, we didn’t contact the steamship companies, 
as far as I know, as yet. We have contacted Senator Bartlett, and 
also the Department of Commerce, but so far, we haven’t been able to 
get anything out of them. 

Mr. Barron. IJ take it the shippers are the ones that are responsible 
for the rate, or obtaining the rate, are they not? Has the shipper 
made any effort to get the rate lowered ¢ 

Mr. ANDERSON. "They are trying to do something; and they have 
suggested a larger volume of business, the steamship companies did; 
howev er, when ‘the spruce mill tried to bid on a larger volume, there 
was no decrease in the freight rate. 

Mr. Barron. I see. Are there any present plans for attempting to 
obtain a lower rate? 

Mr. Anperson. We are trying to do something with the Army 
Engineers; how far they will be able to go, though, I don’t know. 

Mr. Barron. Thank you, sir. 

Senator Barrterr. Do you have anything else that you would like 
to relate to the committee, Mr. Anderson ? 

Mr. Anprrson. Yes; I would like to have declared as a free port, 
the State of Alaska. My reasoning behind this is that we are locally 
here, close to Canada, and if such a free port were established, I be- 
lieve that we would be able to more freely buy Canadian fish, and 
process them here locally; thereby not causing the processor to pay a 
whole lot of duty that he now pays upon w aste material; and the waste 
material could go by the wayside, as I understand that that is part of 
the function of a free port, that you bring goods in and remanufacture 
them there, and the waste material you do not have to pay duty on. 

Senator Barrtetr. How many members are there in your local # 

Mr. Anperson. We have 50 members, in our longshore ‘division: ;and 
we have over 100 members in the cold storage division, who do the 
work, as far as cold storage is concerned. 

Senator BARTLE?T. These are two separate c ategories ? 

Mr. Anperson. Yes. 

Senator Barrierr. And what is the employment situation with re- 
spect to each group now ¢ 

Mr. Anverson. The employment situation as far as the longshore 
division, is steady, I would say; but the cold storage workers is a sea- 
sonal a ation, which is normally employed about 5 months out of 
the year, but this would extend the employment possibly to 9 to 10 
months of the year. 

Senator Barrierr. What do these men do during the other 7 months 
of the year? 

Mr. Anperson. They longshore extra, and pick up whatever extra 
work that they can get. 

Senator Barrierr. Thank you, Mr. Anderson. Anything else? 
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Mr. Anperson. It is my understanding that Senator Magnuson 
introduced a bill similar to FHA to insure port facilities; in other 
words, if a community or a State wanted to put in a port facility, that 
the governing body of that port facility would petition the Govern- 
ment for an insured FHA or port facility loan. I haven’t been able 
to get a copy of the bill, or any information on it, other than what came 
out of our International Longshoremen’s paper, which came out in 
the hearings before the Seattle Port Commission, when they put on 
such a big day down there to improve their port facilities. 

Senator Barriert. In principle, what is your attitude toward such 
legislation ? 

“Mr. Anverson. We need it very badly in Alaska, because we don’t 
have a port facility that is adequate for the modern transportation 
that we have today; and that is one reason for the need of the smaller 
boats, is because of the fact that a lot of our smaller ports don’t have 
any port facilities; and even in our larger towns, the loading facilities 
at the individual plants, you can’t get anything but a small boat in 
there. 

Senator Bartierr. Do you have anything else, Mr. Anderson ? 

Mr. Anverson. No; that’s all. 

Senator Bartietr. We are most appreciative for your contribution, 
and thank you for having appeared. 

Mr. Anverson. Thank you. 

(Witness excused.) 


AFTERNOON SESSION 


Senator Bartietr. The committee will come to order. 

The chairman is very pleased to announce that we have been joined 
by the legislative counsel for the House of Representatives, who, on 
this Alaska trip is acting as counsel for the House Interstate and For- 
eign Commerce Committee, a counterpart, of course, to the Senate 
Committee; and he is Mr. Allen H. Perley, and I would like to intro- 
duce Mr. Perley now to the group, and I invite you, Mr. Perley, to 
join us at the table, to participate in whatever questioning you care to. 

And that invitation to join us here at the hearing table is likewise 
extended to Commissioner Romick of the State of Alaska. Would you 
care to come forward and be of the group, Mr. Romick ? 

Mr. Romick. Thank you, Senator. 

Senator Bartiett. The hearing at the outset this afternoon, at least, 
will be on S. 2669, and the first witness will be Representative J. Ray 
Roady of the first State Legislature of the 49th State of Alaska. Rep- 
resentative Roady. 


STATEMENT OF HON. J. RAY ROADY, MEMBER, STATE 
LEGISLATURE, KETCHIKAN, ALASKA 


Mr. Roapy. Thank you, Senator Bartlett. My name is J. Ray 
Roady, representative in the house of the State of Alaska, and my 
mailing address is 605 Main Street, Ketchikan. 

My appearance will be quite brief. I am introducing this hearing 
on S. 2669 from the State’s angle, and my broad introduction will be 
borne out by further testimony—and there is quite a bit of testimony, 
so my questioning and time should not be of very great duration. 
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I shall read from my prepared statedment, of which I have copies 
here. 
(J. Ray Roady then read exhibit 6, as follows :) 


THE SENATE SUBCOMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, RE S. 2669: 


House Joint Memorial 13, which unanimously passed the Alaska Legislature in 
their first session, urges the Senate Interstate and Foreign Commerce Committee 
to promulgate amendments to the I.C.C. Act that will alleviate inequities and 
discriminations in the broad problems of the shipping rates and regulations 
existing in the State of Alaska. 

Whereas Southeast Alaska, due to its unique position of being located on 
coastal islands and geographically situated in areas inaccessible to other means 
than waterborne transportation ; and 

Whereas we are now served by only one commercial steamship line for the 
entire coast of Alaska, and are at the mercy of their schedule ; and 

Whereas there is a group of small ships at present supplying a much needed 
service to many communities of southeast Alaska that would not otherwise have 
a direct service, and a transshipping service to them would not only create delay 
in shipments but would result in considerable extra and unnecessary costs; and 

Whereas the strict enforcement of Coast Guard restrictions concerning the 
manning of these small boats and certain other space and personnel require- 
ments would work an extreme hardship on the economy of their operation and 
would, according to sound business economics, be either undesirable or imprac- 
tical. 

I, therefore, submit that it would be in the best interest of the people of the 
United States and of the State of Alaska, should S. 2669 extending until 1964 
the exemption from certain Coast Guard restrictions to smail boat operators in 
southeast Alaska, be enacted into law. 

Respectfully submitted. 

J. Ray Roapy, 
House of Representatives, State of Alaska. 


Chairman Bartierr. Mr. Roady, now is that which you have read 
the exact text of the house joint memorial, or 

Mr. Roapy. No; this is not the text of the house joint memorial. 
The text of the house joint memorial concerning this is confined to 
one paragraph only. The text of the house joint memorial goes into 
quite a bit, quite a lot more detail concerning different aspects of the 
transportation situation, the Alaska Railroad included. 

Senator Bartierr. Would it be possible for you to have that one 
paragraph copied, and make the text available to the committee? 

Mr. Roapy. I would be happy to do that. 

Senator Bartierr. And I presume in light of the circumstances, 
that you would want to amend the opening paragraph of your state- 
ment, in view of the fact that it is not the Interstate Commerce Act 
which applies in this matter ? 

Mr. Roapy. How would you—how would you suggest that change 
be made? 

Senator Bartierr. I would say promulgate amendments to law—— 

Mr. Roapy. To the law? 

Senator Bartierr. To existing law, make it that way. 

Mr. Roapy. All right. 

Senator Bartiterr. Would you, Mr. Roady, care to amplify upon 
your written statement ? 

Mr. Roapy. I think in my introductory remarks, Senator, I did state 
that this statement would be amplified upon quite fully by the testi- 
mony that follows and I would not care to take up more of your time 
than necessary this afternoon. There is lots of testimony following 
me. 
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Senator Barrierr. Well, we are especially pleased that a repre- 
sentative of the State legislature appeared before the committee to 
introduce, as it were, the witnesses who are to follow on this subject. 

Mr. Barton, do you have any questions ? 

Mr. Barron. No questions. 

Mr. Roapy. That in effect has been my function. 

Chairman Barrierr. Thank you, Representative Roady. 

(Witness excused. ) 

Senator Barrierr. The next witness is Cy W. Steers. 

We welcome you, Mr. Steers, and will you please furnish to the 
committee your full name and your mailing address? 


STATEMENT OF CY W. STEERS, STEERS WHOLESALE AGENCY, 
KETCHIKAN, ALASKA 


Mr. Sreers. Yes. Cy W. Steers, Box 569, Ketchikan. [ represent 
Steers Wholesale Agency. 

Senator Barriterr. You are privileged to proceed in your own 
manner. 

Mr. Sreers. I just wanted to give a brief history of how this 
charter boat situation got started. It goes back to 1943, 1944 and 
1945, which were the war years, and there was a hard—it was very 
difficult to get cool room space on the ships that were serving here 
at that time, particularly for many of the fruit items; and, in orcde 
to get those items, during those years, we had to charter small boats, 
fish boats or whatever was available, and periodically, during the 
year, we would make a few trips to supply the people of Ketchikan, 
and the west coast, with those items. 

Then, about 1946, there were still 3 steamship companies serving 
the area, and the situation hadn’t improved any, as far ss cool room 
space was concerned, so I made arrangements, at that time, to 
charter a boat on a year-round basis, making trips perhaps every 
2 or 3 weeks, to bring perishable produce to Kete then. and a lot. of 
it was then also shipped to the west coast, Hydaburg. Craig and 
Klawock; and that went on for several years, and then, well, I think 
it was 1947 when we actually got the operation going, on a regular 
basis, and that worked out quite well; and by 1952, we had another 
boat serving us on the same basis, in order to get a little more frequent 
service; and now, it has developed to the point where we have three 
boats that are making quite regular runs, and they go to Ketchikan, 
Hvdaburg, Craig, Klawock, Kake, Hoonah, Pelican, and Sitka. 

Senator Barrierr. Mr, Steers, may I interrupt you to ask what 
group this is? 

Mr. Sreers. Currently, it is called the Alaska Outport Transpor- 
tation Association. We operated it without any name of any kind 
for a good many years, but it is more of a formal association now. 

Senator Barttett. Is this the only charter arrangement serving 
southeast Alaska ? 

Mr. Sreers. No, there is another one that has been known as the 
Ketchikan Merchants’ Charter Association, on a similar type of opera- 
tion. 

Senator Bartierr. And that is still in operation ? 

Mr. Srerrs. That is still in operation. 
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Senator Bartierr. Thank you. 

Mr. Sreers. That is about all that I have to offer. There will be 
further testimony that will give more detail, but that gives just a 
brief history of the organization. 

Senator BarrLterr. And you want to confine your testimony to the 
history of the particular organization and you would prefer, as I 
infer, that subsequent witnesses go into the remainder of the matters 
that will command the attention of the committee / 

Mr. Sreers. That is right. 

Senator Barrierr. Thank you, Mr. Steers. 

Mr. Barton ¢ 

Mr. Barron. Yes, just one or two questions. 

You ship only for members of the organization / 

Mr. Srrers. Yes, that is right, just the members of the association 
that are signed on the charter. 

Mr. Barron. You don’t hold yourself out to the public, generally ? 

Mr. Srrers. No, definitely not. We run into a problem that way 
at times; a lot of people assume that we are, and want to ship mer- 
chandise to both northbound and southbound, but that is all turned 
down, because they are not members of the association. 

Mr. Barron. What legal form does it take; is it a corporation ? 

Mr. Steers. No. It is just a nonprofit association, 

Mr. Barron. Do you have a tariif? 

Mr. Sreers. No, no tariff. 

Mr. Barron. In other words, it is a great deal similar, I take it, 
to these cooperative organizations under the Interstate Commerce 
Act where they pool their freight and ship it, and serve only 
members ? 

Mr. Steers. Yes, I would presume it would be quite similar to that. 

Mr. Barron. Thank you, sir. 

Senator BarrLterr. How many members do you have, Mr. Steers? 

Mr. Srrers. Oh, maybe 30, I wouldn't say for sure; there are quite 
a number of them. 

Senator Barrierr. And you serve all these different ports that you 
mentioned ? 

Mr. Srerrs. That’s right. 

Senator Barrierr. And how is the group operated? Do you have 
a manager? 

Mr. Steers. We have an agent in Seattle where the loading is done 
that handles the detail work, and the assessments on the basis of who 
has the cargo aboard the vessels, and so on. 

Senator Bartierr. Does he give the assessment for each voyage, 
to each user of the ship’s space ? 

Mr. Sreers. That is right. 

Senator Barrier. On a particular voyage ? 

Mr. Sreers. That’s right. 

Senator Bartierr. There is no prorating on an annual basis, or 
anything of that kind ? 

Mr. Steers. Well, at times, yes; it can go both ways, depending on 
how things work out at the end of the year; it depends on how good 
we have guessed; if the guess is right, why maybe there’s a rebate; 
and perhaps there would be an additional assessment if there hasn’t 
been enough to pay the operating expenses. 
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Senator Barrierr. Take your own agency, Steers Wholesale 
Agency, do you communicate your orders to this agent in Seattle? 

Mr. Srerrs. No, my orders in most cases go to the supply houses; 
and then they notify the agent as to what is to be shipped for the 
particular trip. 

Senator Bartierr. And he has charge of the loading of cargo, and 
the dispatching of the vessel, and the operation of the vessel, through- 
out the route in a veneral way ¢ 

Mr. Steers. That’s right, yes. 

Senator Bartierr. Thank you. Mr. Baynton ? 

Mr. Baynton. Would you give us the tonnage of the vessels in- 
volved here? You mentioned three vessels. 

Mr. Sreers. You want the gross tonnage? 

Mr. Baynvon. Yes. 

Mr. Steers. I don’t know exactly what it is, but I believe they are 
all under 150 tons gross. 

Mr. Baynton. That is all. Thank you. 

Senator Barrterr. Who is your Seattle agent, Mr. Steers? 

Mr. Sreers. Stanley Dahl. 

Senator Bartierr. He isn’t here today, is he? 

Mr. Sreers. No. 

Senator Bartierr. From whom could we obtain more precise infor- 
mation about the ships ? 

Mr. Sreers. I imagine that Stanley Dahl would be the best one to 
get it from. . 

Senator Barriert. Is there anyone here, in Ketchikan, now who 
could give that information ? 

Mr. Sreers. No. 

Senator Barrietr. Do you have a membership list, Mr. Steers / 

Mr. Sreers. I don’t have it with me. 

I have it at the office, if you want a copy of it. 

Senator Bartierr. It may be useful to submit the list for the record, 
if you would be good enough to do that. 

Mr. Steers. All right; I will be very glad to. 

Senator Bartietr. You might ask Mr. Dahl, if he will be so good 
as to send to the committee, perhaps to Mr. Barton, in Washington, 
detailed information about the three ships in accordance with the 
question put by Mr. Baynton. 

Mr. Srerrs. OK, but I will be very glad to do that. 

Senator Barruerr. Thank you. 

The next witness will be Mr. Paul J. Wingren of Wingren’s Food 


Stores. 


STATEMENT OF PAUL J. WINGREN, WINGREN’S FOOD STORES, 
KETCHIKAN, ALASKA 
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Mr. WincREN. I am Paul J. Wingren, president and general man- 
ager of Wingren’s Food Stores, operating two retail food stores in 

etchikan. My mailing address is Box 377, Ketchikan, Alaska. 

I have been in various phases of the retail food business in Ketchi- 
kan since 1929. I would like to thank the committee for holding 
hearings in Alaska on the several important pieces of pending legisla- 
tion, and particularly thank you for including S. 2669 in your agenda. 
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I have recently reviewed the testimony given at the hearings before 
a House committee in September of 1957, and find that there is little 
change in the situation then and now. Legislation under considera- 
tion then and under consideration now is similar, and the need for 
such legislation is similarly imperative now. 

The action taken, and the legislation passed by the 85th Congress 
was good, but it was not enough. We now need at least a 4-year ex- 
tension, and more if possible, in order that charterboat service to 
southeastern Alaska may be continued in an orderly fashion. I would 
like to take the liberty of suggesting that the committee review the 
testimony given in 1957, as a matter of background, and note the simi- 
larity with testimony that the present Senate committee has heard 
and will hear. This is not a “flash in the pan” problem, but a prob- 
lem of continuing importance to every person in southeastern Alaska. 
I am sure that the committee is aware that except for a few small 
airborne emergency shipments, and shipments of highly perishable 
merchandise, our only method of moving freight, north or south, is 
by water. We have no railroads. We have no trucklines. We have 
no ferry system. In view of our isolated position, I feel that we are 
entitled to special consideration, which would continue to permit 
service to all of southeastern Alaska, including the major towns, by 
charterboats, without being hamstrung by regulations which would 
make their operation impractical, if not impossible. 

I would like to make it clear that I have no quarrel with Alaska 
Steamship Co., the one and only common carrier serving south- 
eastern Alaska, with the exception of my objection to their opposing 
the bill now under consideration, in order that they might further 
their near monopoly. We use their service for a large percentage of 
our shipments. I would strongly oppose anything that would in- 
terfere with the service they render. However, in an area such as 
southeastern Alaska, where perhaps 99 percent of our foodstuffs are 
imported from the Seattle area, including fresh milk, fresh meat, 
and fresh fruits and vegetables, one carrier is not enough, for the 
common carrier renders only weekly service. By using Alaska Steam 
for Monday arrival, and Ketchikan Merchants for Thursday or Fri- 
day arrival, we can offer to the people of this area the fresher and 
more palatable foods to which they are entitled, particularly during 
the heavier, weekend shopping, and at slightly lower prices. One 
reason for the lower prices is that with more frequent arrivals, spoil- 
age is reduced, and it is not necessary to add the shrinkage factor 
when pricing perishable merchandise. Another reason is that with 
more frequent arrivals, inventories need not be so high, thereby re- 
ducing investment, insurance, and taxes. These things may seem 
minor, but they are factors in the overall cost of doing business. 

The flexibility of the charter boats is also important. Our agent 
recognizes that frequently our requirements change on short notice, 
and deadlines and sailing times can be changed accordingly, to fit 
the particular needs of the membership. In other words, with the 
charter boats we have a service tailored to the needs of the member- 
ship, rather than an inflexible service which is rigidly scheduled 
and allows for little if any deviation, even though the cost of ship- 
ping via charter boat or common carrier is approximately the same. 
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I do feel that the factor of competition has a certain tendency to keep 

rates from increasing more than what they have. 

I cannot be too emphati ic in urging passage of 5S. 2669. 

Senator Barrierr. Does that complete your statement, Mr. Win- 
gren ? 

Mr. Winoren. Yes, Senator. 

Senator Barrierr. Paul, which association do you ship with ? 

Mr. Winoren. Ketchikan Merchants’ Cooperative. 

Senator Barrierr. And this is a different association than the 
group named by Mr. Steers? 

Mr. Wrneren. It is. 

Senator Barrierr. How many ships in the Co-op ? 

Mr. Wrincren. Four, I believe. 

Senator Bartierr. Do you know their sizes? 

Mr. WinGren. No, 1 don’t. It is my opinion that they are all under 
150 tons gross. 

Senator Barrierr. And they make delivery to you once a week? 

Mr. WINGREN. Yes, sir. 

Senator Barrterr. What if Alaska Steamship Co. would have two 
ships a week; would you have any need for this charter service? 

Mr. Wrnaren. There was a time when the Alaska Steam had boats 
in here, a midweek boat, or weekend boat, as you might term it; if 
they were to render the same service now as they have done in years 
past, giving us a midweek boat, I would say “no.” 

Senator Barrierr. You say here, and I quote: 

We use their service for a large percentage of our shipments— 


their being Alaska Steamship Co. ? 

Mr. Winearen. Yes. 

Senator Barriert. Now, what would be that percentage? Have 
you any idea? What percentage of your goods do you ship by Alaska 
Steamship Co., as compared with the Merchants Co- op? 

Mr. Wincren. My guess would be half. 

Senator Barrierr. What type of goods do you ship with Alaska 
Steam, or isn’t there any breakdown between categories / 

Mr. WinGren. It is pretty well mixed; I think we ship more of 
what we would term “dry freight, dry groceries,’ nonrefrigerated 
by Alaska Steam than we do by the charter “boats. 

Senator Barrierr. That is the point which I would like to allude to 
a bit more, if I may, Mr. Wingren. When I was up here 2 years ago, 
I believe, as a member of the House Merchant Marine and Fisheries 
Committee, looking into this subject, we were told repeatedly that the 
charter ships delivered milk, meat, and the like, in much better shape 
than Alaska Steam. Do you subscribe to that, which then was true, 
regardless of what the situation might be now? 

Did the charter ships formerly deliver milk and meat in better 
shape than Alaska Steam ? 

Mr. Wineoren. That’s right. 

Senator Bartierr. How about now ¢ 

Mr. Winoren. There has been an improvement in Alaska Steam 
service. 

Senator Barrterr. How do you account for that improvement, if 
you do account for it? Would it be brought about by competition 
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Mr. Wincren. I personally think that competition brought it about. 
Senator Barrierr. You say the rates are approximately the same 

in either case ? 

Mr. WINGREN. Yes. 

Senator Bartierr. Mr. Wingren, are you one of the principal users 
of this charter service ? 

Mr. Winaren. Yes. 

Senator Bartierr. Your stores would be considered large stores, 

anywhere; is that right? 

Mr. Wraren. We have one store that is comparable to a super- 
market, as you would be familiar with it; and then we have one 
smaller grocery store. 

Senator Barriterr. How long have you been in business here ? 

Mr. WINGREN. Since 1937. 

Senator Barrietr. In those days, you had several competing car- 
riers, did you not? 

Mr. Wrinaren. That’s right. 

Senator Bartrierr. Mr. Wingren, when this bill, which is now a 
law, was under consideration, it is my recollection that the committee 
was told that if this extension was granted, it would give ample 
opportunity for those using the charter ships to comply with the 
Coast Guard requirements, as to manning, and as to safety. Why 
is it, if you know, that this hasn’t been done, and that instead, an 
extension of the law is requested ¢ 

Mr. Wineren. I couldn’t—I couldn’t answer that. 

Senator Bartierr. Probably we will be able to procure that testi- 
mony from some other witness. 

Mr. Wrneren. I think that this will come into the testimony later, 
but I do know that by expanding the size of the crew, it would not only 
substantially increase payrolls, but it also would reduce the capacity 
of these small ships substantially, if you had to make quarters for 
another three or four, or eight men, as the case may be. 

Senator Barrierr. How do you account for the fact that the freight 
rates on the charter ships compare with Alaska Steam’s, in view of 
the fact that their manning requirements are not the same, and that 
construction work, to meet “safety, does not have to be performed on 
these ships? 

Mr. Winoaren. Well, that is rather a technical question. I think I 
will leave that one for somebody else. 

Senator Barrierr. All right. 

Mr. Barton ? 

Mr. Barron. I would just like to ask Mr. Wingren: What would 
be the increase in cost, if you had to meet the Coast Guard require- 
ments? What would it be in relation to your present costs ? 

Mr. Wincren. I don’t know that, either. 

Mr. Barron. Could you give us the size of this organization. 

Mr. Wincren. I think that a later witness could give it to you 
more accurately, sir. 

Senator Bartierr. Thank you, Paul, for your testimony. 

The next witness will be Mr. Lloyd W. Rollog. We are glad to 
have you here, Mr. Rollog. 














60 





ALASKAN AND HAWAIIAN TRANSPORTATION 


STATEMENT OF LLOYD W. ROLLOG, KETCHIKAN, ALASKA 


Mr. Rotioe. My address is 611 Mission Street, Federal Market, 
Ketchikan, Alaska. 

Gentlemen, as a substantial and consistent shipper of both dry 
‘argo, as well as perishables, ever since its conception, we find the 
Ketchikan Merchant’s charter service indispensible. The flexibility 
of this service in handling most any type of cargo destined for this 
port means for a smooth operation of our own particular business and 
at one instance meant the difference of whether or not we continued 
in business. This I can go intoa little later. 

In spite of the fact that the Ketchikan Merchant’s Charter Asso- 
ciation has operated at a deficit and that serious problems have risen 
from time to time, the loyalty of the shippers have been unprece- 
dented. We feel this service must continue—that the line will eventu- 
ally be solvent. The service rendered by the Ketchikan Merchant's 
charter has been unfailing and competitive. It has been instrumen- 
tal in a bettered service from competing companies—at one time our 
only monopolistic link with the continental United States. 

We request that Ketchikan Merchant's charter be granted through 
legislation, an opportunity to continue to operate as they have in the 
past for the betterment and the prosperity of our isolated community. 

Senator Barrierr. Thank you, Mr. Rollog. 

Two questions occurred to me: You referred to the flexibility of the 
service. 

Mr. Rotioa. That is correct. 

Senator Barrterr. What did you mean by that? 

Mr. Rotiog. Well, flexibility, is being able to move a ship from 
one dock to another for a minimum amount of cargo that has to be 
either discharged or picked up. 

Senator Barrierr. Are vou talking about the different docks in 
Ketchikan ? 

Mr. Roto. That is correct. There are some docks that do not 
have deep water and probably their shipments are small. Previ 
ously, their cargo had to be trucked to a larger dock. The ship could 
not profitably be moved, and that is understandable with the larger 
ships. The smaller ships could, with a smaller crew and smaller 
operating expenses. We could pull in to a smaller dock and pick up, 
and/ or discharge smaller shipments of cargo. 

Senator Barrierr. If you, for example, had a dock a mile away 
from the waterfront here, and the ship had 20 tons aboard for you, it 
would pull in to that dock ¢ 

Mr. Rotioc. Oh, definitely. There was a time here, when Ketchikan 
Merchants used to run over to Hollis, Alaska, with 10 tons. Presently, 
they ship direct from the States without using our facilities. But 
we have pulled in there with as low as 10 tons. 

With a larger ship it would have been impossible because of the 
depth of the water, the docking facilities, and the small cargo. 

Beustat Bartierr. If your warehouse is at this dock, a mile away 
from here, and you ship by Alaska Steam, your freight is unloaded on 
the principal dock here, and then you truck it to your warehouse ? 

Mr. Rot1oa. That is correct. 
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Senator BarrLterr. You also said, Mr. Rollog, that in one case you 
wouldn’t have been able to stay in business, if this service had ‘not 
been available. Will you explain that? 

Mr. Rotioe. That goes back to a time when we had quite a long 
dragged-out strike here, and our shelves were getting low, believe me. 
There was just nothing—we had no way of getting merchandise in, 
except by air, and, of course, that was prohibitive, as far as freight 
was concerned. The people just couldn't pay, and wouldn’t pay those 
prices. It was just through fortune that the seed of this business was 
started. I got wind, or heard—of a small boat that was in Se: attle, 
lying at the dock there; the boat, the Coral Sea; it was a private fish 
boat. I got the owner by telephone, and asked him if he would be 
interested in bri inging up a load of cargo for our store. He said “yes, 
we'd be very hap) ypy to.” I then contacted my various wholesalers, 
gave them a tentative order, and where to contact the ship owner. We 
loaded aboard about 14 to 16 tons of freight at the store for our par- 
ticular store. Our store was quite a bit smaller then than it is now; 
that goes back about 7 years; but I had the local wholesale house fill 
in the balance of his hold with canned milk. ‘There wasn’t a can of 
milk in town here—no fresh milk, either. 

That was the original charter setup. We got the a going, got in 
our freight. It looked so good, we sent the boat back for “another 
load. By that time, two or three other merchants became interested. 
Then we decided to kee p this vessel going. We made quite a number 
of trips, before the strike was eventually settled, and the bigger ships 
were back on the run. It was around 60 days, or 70 days duration 
before the strike was settled. That’s how we got started. 

Senator Barrierr. What advantage do you believe, Mr. Rollog, 
the charter service confers upon you now / 

Mr. Rotioa. The privileges, or the benefits ? 

Senator Bartierr. Yes, both. 

Mr. Rotiog. Well, they have consistently, without fail, given us 
weekly service. 

Setting up a competitive service in town has bettered our compet- 
ing line. Now they are giving us better service. There have been 
occasions, when we had only one line in town, that our freight was 
left, whether purposely, or what, I don’t know, but left on the dock 
in Seattle for a long period of time. I would receive, not only my 
statement for the merchandise, but some “Please remits” and yet the 
merchandise was still laying on the dock in Seattle. On one occasion, 
I eventually received it, along with a demurrage bill. That freight 
had been stacked up there for about 60 days, on the dock in Seattle. 
Apparently, it had ei pushed back in the corner, other merchandise 

iled in front of it. I didn’t get the details. The wholesaler didn’t 
Bae where it was; it seemed like nobody knew; and we eventually 
found it, but it was in bad shape. 

There are other instances, on perishables, and I can quote from a 
letter that I have on file, which I should have brought down, from 
Swift & Co.; they apologized for not getting my meat aboard the 
vessel; they said that they had brought the truck down to the ship, 
and it was refused because it was getting too close to sailing time. 
I understand that they have a schedule to maintain. So it was 
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brought back to the wholesale house, and consequently, my meat cases 
were empty, for a week, until the next boat. Now, and the charter 
service boats have been held, delayed—the sailing has been delayed 
for several hours, knowing there was a shipment coming down late— 
there is where your flexibility comes in. 

Senator Bartierr. Do you ship at all now with Alaska Steam ? 

Mr. Rotiog. Oh, yes; we do. I have, like Mr. Wingren stated, I 
have no ax to grind whatsoever there. We ship quite a bit of mer- 
chandise with Alaska Steam. 

Senator Bartierr. Would you think that you do as he does, ship 
as much as half? 

Mr. Roxttoe. Yes, it runs about 50 percent. It usually is of a type 
of merchandise, “dry” cargo in cribs, and our small boats can carry 
only a certain maximum amount of cribs; and if there is an overflow, 
they have to go on the Alaska Steamship Co. I am very grateful 
for their service, believe me. 

Senator Barrierr. Do you ship most of your fresh foodstuffs on 
the charter ships? 

Mr. Rotxoa. Yes, sir, that is correct. 

Senator Barrierr. Including milk? 

Mr. Rotxioe. The milk doesn’t come through us; it comes through 
the local jobbers. We don’t ship any fresh milk. 

Senator Barrierr. I see. Meat? 

Mr. Rotioc. Meats and produce, and frozen foods. 

Senator Barrierr. Mr. Barton? 

Mr. Barron. Mr. Rollog says here “We feel that our service must 
continue; that the line will eventually be solvent.” 

Mr. Rotxioe. That is correct. 

Mr. Barton. What is the condition of the line? 

Mr. Rotios. Our Ketchikan Merchants’ Charter, we are in debt; 
there is no question about it. Some of it was through prior misman- 
agement, but our present manager has done a marvelous job. We still 
have a long ways to go to pull it out. I think we will as the merchants 
here have grouped together and we are attempting to solve our finan- 
cial problems, and get the charter on its feet. 

Mr. Barton. Who is your manager ? 

Mr. Rotioe. Mr. Hoage, Mr. Irving Hoage, of Seattle. 

Mr. Barron. I take it that you are willing to incur this deficit in 
order to have flexible, reliable service ? 

Mr. Rotxoe. Definitely. 

Mr. Barton. What are the requirements for membership in your 
organization ? 

Mr. Rotioc. You have to have a business license, and of course you 
have tosign up asa charter member. We cannot ship to anybody other 
than members. 

Mr. Barron. In other words, the group doesn’t hold itself out to 
serve the public? 

Mr. Rotioe. Definitely not; no. 

Mr. Barton. I was wondering about this canned milk that you 
hauled ; that raised a question in my mind; that was for your account; 
was it? 

Mr. Rotioe. Yes; the canned milk was shipped to our store. I am 
a charter member so it was shipped directly to our store, and then 
billed to our wholesaler. It had all come consigned to me. 
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Mr. Barton. I see. 

Mr. Rotioe. But I had to get his order to fill up the cargo, you 
see. 

Mr. Barron. I asked Mr. Wingren this question, and he didn’t 
know; possibly you may not: but what additional cost would there 
be if you had to comply with Coast Guard requirements on inspection ? 

Mr. Rotxog. That is a technical question and I don’t know. Mr. 
Hoage is in a better position to answer those questions than we are. 

Mr. Barron. Thank you, sir. 

Senator Bartietr. Thank you very much, Mr. Rollog. 

The next witness will be Mr. Ernie DeBoer. 

Weare glad to hear from you, Mr. DeBoer. 


STATEMENT OF ERNIE DeBOER, KETCHIKAN, ALASKA 


Mr. DeBoer. Thank you, Senator. 

My name is Ernie DeBoer, and my address is 3612 Baranof Ave- 
nue, Ketchikan. I did not prepare a statement. I am here to acquaint 
you gentlemen with the importance of shipping fresh dairy products 
to Ketchikan. 

At the present time, I am shipping approximately 1,500 gallons of 
fresh milk per week. I am shipping about nine-tenths of my products 
on Merchants’ Charter ship. I think it is very important for quality, 
and freshness, to have two boats handle our products in a week. 

Senator Bartierr. Does that conclude your statement, Ernie? 

Mr. DeBoer. Perhaps these gentlemen do not know that there are 
no cows in Ketchikan. We had cows at one time, but the shipping 
cost of feed was so high that we decided to drop the cows and to ship 
in fresh milk. We have one local creamery here that recombines milk, 
but not to a great extent. 

Senator Bartierr. How much milk do you ship in a week? 

Mr. DeBoer. Approximately 1,500 gallons per week 

Senator Barrierr. And are there any other wholesale shippers 
here ? 

Mr. DeBoer. Yes, there is one other, Crystal Dairy. 

Senator Barrierr. And you say you ship about nine-fifteenths of 
that, or three-fifths of that by charter boat ? 

Mr. DeBoer. Oh, more than that, Senator; I would say probably 
280 cases to 40 cases; that is about what it would be, I would say. 

Senator Barrierr. Why do you divide it in that manner? 

Mr. DeBoer. So far, I have found that the Merchants’ Charter is 
just about perfect for me for shipping. They keep it cold enough so 
that when it arrives here, it is approximately 32°, and that’s well 
down there for lasting qualities, to last at least a week, I think. 

Senator Bartierr. And when it arrives by Alaska Steam, what is 
the temperature ? 

Mr. DeBoer. The last two or three times they checked it, it has been 
36°, which is OK, but maybe the lasting quality would not quite be 
as long as the milk that arrives here at 32°. 

Senator Bartrterr. And why do you ship by Alaska Steam? 

Mr. DeBoer. Well, there are a couple of items that seem to just fit 
Alaska Steam, like cottage cheese, that can’t be sent in cold storage. I 
could send it cold room, with the Charter, but Alaska Steam with their 
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box, I think they keep it right at 33° or 34°. That is just about per- 
fect for cottage cheese; and whipping cream and also half and half 
cream, that cannot be frozen. 

Senator Barrierr. Most of your fluid milk, then, comes by Charter 
boat ? 

Mr. DeBoer. Yes, it does. 

Senator Barrierr. And, how long will that last, if kept at a proper 
temperature ¢ 

Mr. ee Senator, we have had it last at least 2 weeks, with 
arrival at 32°. We can keep it at least 2 weeks. 

Senator on tuetr. What do you think would happen to your busi- 
ness, what adverse effects would occur, If you were required to depend 
entirely upon Alaska Steam ? 

Mr. DeBorr. At one shipment per week / 

Senator Barrierr. Yes. 

Mr. DeBoer. I couldn't rightly say, Senator; T have never tried it, 
but I think they could possibly ship it in. I would have to watch my 
orders very closely ; I wouldn’t be able to ship in enough milk to be 
able to push it; I mean, have any extra; I'd have to run out. 

Senator Bartrierr. Would you say then that the continuation of the 
Charter boat service, for you, is desirable, but not essential ? 

Mr. DrBorr. Well, it is very desirable, that’s for sure, because of 
the way I handle it, and the way that they handle it, to get it here. 

Senator Bartierr. When was the local d: airy discontinued, insofar 
s—--. 

Mr. DeBoer. As cattle? 

Senator Bartierr. Yes. 

Mr. DreBorr. That was discontinued in 1953. 

IT would like to explain that a little bit more. We were running 
about 30 cows then, and I was managing for Mr. Andres, who owned 
the Crystal Dairy at that time. All of a sudden we found ourselves 
with a marine strike on our hands, and no way to get feed in here for 
the cattle. We were running low on hay, and our grain was about 
gone, and there was no way to feed these 30 head of cattle. We de- 
cided to slaughter them, which we had to do; and inside of 1 week we 
slaughtered about 20 head. We saved the best. that we had. By that 
time, we got some relief from Canada from one shipment of hay 
through a Canadian boat. We did have trouble landing this feed here. 
It arrived here because of the foot-and-mouth disease in Canada; they 
shipped it on up north; they couldn’t get it off, and through a lot of 

rect: ape we got it off on the way back. This relieved us at the present, 
time, but after that Mr. Andres decided to call it quits on the cattle 
business. 

Senator Barrierr. How much does milk sell for per quart retail? 

Mr. DeBorr. 34 cents. 

Senator Barrierr. That is in the stores ¢ 

Mr. DeBorr. In the stores: yes. 

Senator Bartrierr. How much isa quart of milk in Seattle? 

Mr. DeBoer. Right at the present time it’s 21 cents. 

Senator Barrierr. In Ketchikan you used to get a considerable 
volume of milk from Canada. Do you import any from there now ? 

Mr. DrBorr. No: there is no milk imported from Canada at all at 
the present time, no fresh milk or otherwise, either. 
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Senator Bartierr. Thank you, Ernie. 

Mr. Barton ¢ 

Mr. Barron. I would just like to ask him how the costs of the Char- 
ter Association and the Alaska Steam compare / 

Mr. DeBorr. Well, it is very much the same, I am quite sure. 

Senator Barrierr. Any further questions? 

Thank you, Ernie, very much. 

Mr. DeBorr. Thank you. 

Senator Barrierr. The next witness is Mr. James G. Barry. 


SS) 


STATEMENT OF JAMES G. BARRY, KETCHIKAN, ALASKA 


Mr. Barry. Senator Bartlett, eg my name is James G. 
Barry, Post Office Box 2667, Ketchikan, Alaska. I am a general con- 
tractor at Ketchikan. Tama partner in n my organization. 

My testimony principally would be toward the effect of the Mer- 
chants’ Charter service to the outports and remote areas around the 
Ketchikan and southeastern Alaska district. 

We have had numerous jobs out of the area of Ketchikan, namely, 
at Klawock and Craig and Annette Island; and we have found that 
the service which can be rendered by the Merchants’ Charter Associa- 
tion greatly aids us, and our customers, in getting the materials nto 
these areas, at a reasonable rate, which doesn’t make the cost of con- 
struction prohibitive. 

At Craig and Klawock, in 1955, we had the contract, for the U.S 
Government, under the Alaska Public Works, which amounted to over 
half a million dollars. The nature of the harbors and docks at Craig 
and Klawock would not allow the Alaska Steamship vessels to doe k 
there, and thus the means of eee had to be either barging 
the materials into the area, or using a carrier, such as Merchants’ 
Charter Association. 

They, at that time, provided the transportation for all of our mate- 
rials into that area, and by being able to use that transportation, there 
was a considerable saving effected to the Government, in the cost of the 
construction of those jobs. 

We have had several jobs at Annette Island, and that is also what 
you might consider a remote area, so far as transportation is concerned. 
It is very close to Ketchikan, however, the Alaska Steamship Co. can- 
not see fit to go in there for less than 75 or 100 tons. The jobs that 
are performed over there, in small construction, do not have the ton- 
nage to come up to that requirement. We have also found that the 
Merch: ants’ Charter Service aids the economy of the job considerably. 
Barging is always a means of getting m: iterial in, but it is not the 
most economical, by any means. I would say that possibly our bust- 
ness would extend over most of southeastern Alaska, from time to time. 
We certainly hope to see the Merchants’ Charter Association continue, 
in order to be able to give the service that helps these outport areas. 

I can also see that without being able to operate into the areas of 
Ketchikan, I ’etersburg, and Juneau, they possibly could not maintain 
a service, only tothe out port areas. 

That is the extent of my testimony. 

Senator Bartierr. Jim, thank you for your statement. 
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Let us assume that charter vessels are not in operation, and that you 
have a job at Klawock that requires 40 tons of construction material. 
Would a barge go there for that amount ? 

Mr. Barry. A barge would go there for that amount, at a price. 

Senator Bartierr. From where, directly from Seattle ? 

Mr. Barry. Directly from Seattle, or we could ship materials into 
Ketchikan, and transship them on small vessels or by barge over to 
Klawock and Craig. However, that duplicates the cost “of trans- 
portation. 

Senator Bartterr. Is there a regular service between here and the 
west coast by small vessel ? 

Mr. Barry. There is a regular small vessel service, between here and 
the west coast ; you could call it regular, I believe, in the sense that it 
leaves every week. 

Senator Bartiert. Is that vessel large enough to take 40 tons at one 
time ? 

Mr. Barry. I do not know whether it is or not. 

Senator Bartietr. You submit, however, that transshipment from 
Ketchikan would greatly increase your freight rates ? 

Mr. Barry. Oh, yes, I would say that in the ¢ ‘ase of 40 tons, depend- 
ing somewhat on the commodities, but coming from Seattle to Ketchi- 
kan by dray to the—or even if it didn’t have to be moved by dray, if 
the transportation company operating over to the west coast could 
pick it up at Alaska Steam, I would say that it would still increase the 
cost of your ultimate delivery by 40 percent, 50 percent possibly, and 
maybe even more. It depends on the commodity, somewhat. 

Senator Barrierr. And, would you be inclined to believe that the 
same percentage increase would apply to foodstuffs; or do you have 
any information on that ? 

Mr. Barry. I do not have information on foodstuffs. 

Senator Bartierr. Your information relates then to construction 
materials ? 

Mr. Barry. Yes; particularly construction materials. 

Senator Barrierr. Any questions? 

Mr. Barron. No, sir. 

Senator Bartierr. Thank you very much, Jim. 

Don King. We are glad to hear from you, Mr. King. 


STATEMENT OF DON KING, OF KETCHIKAN, ALASKA, OWNER AND 
OPERATOR OF KING’S PLUMBING, HEATING & SHEET METAL CO. 


Mr. Kina. Senator, and gentlemen, I am Don King, owner and 
operator of King’s Plumbing, Heating & Sheet Metal Co., 1817 
Tongass Avenue, Ketchikan. 

We are in the construction business, too, as a mechanical contractor; 
and our case is similar to the one you just heard from Mr. Barry. 
We ship quantities of merchandise to these outlying ports, in doing 
construction work, both for public works or the State; and, as a 
mechanical contractor, a lot of our equipment is large and bulky. We 
do a lot of shipping with Alaska Steam; but on these outlying jobs 
it is much more convenient to pick this merchandise up, in Seattle, 
and put it on Merchants’ Charter, taking it directly from Seattle to 
either Craig, or Klawock, or Wrangell, or Petersburg, wherever we 
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happen to be doing construction work; and I feel also that it helps us 
in keeping down our inventories. 

As you know, we can’t run down to the corner wholesale store and 
pick up merchandise very time we need it. Our inventory will vary 
from $25,000 to $40,000 a year in our shop. By having these two boats 
a week, it enables us, if we miss something on one job, we can pick it 
up and ship it on Merchants’ Charter during the next week, not having 
to wait a full week for this merchandise. 

A lot of times, our work that we are in, is quite—well, it is quite a 
public necessity ; in other words, we maintain boilers, and oil burners, 
and lots of times, we need equipment, in a hurry. 

Small stuff, we can get by plane, but anything that is large, has to 
come on these smaller boats; so I feel that Merchants’ Charter has 
been quite an asset, as far as maintaining the small businessman here, 
because otherwise, we would have to carry such a stock here that it 
would be almost prohibitive. 

Senator Bartierr. Mr. King, if you have a shipment for Hydaburg, 
does the vessel ever go direct from Hydaburg to Seattle, or does it 
always put in at Ketchikan first ? 

Mr. Kring. Now, which boat do you have reference to? 

Senator Bartierr. Charter boats. 

Mr. Kine. Normally, if we are doing a construction job, they will 
set their boat up to meet our schedule. If we have a time when we 
need a boiler, or a specific piece of equipment, they will more or 
less go out of their way to set up so that they can bring that direct from 
Seattle to Hvdaburg, or Craig, or wherever we happen to be working. 

We have just finished a job over at Annette Island; and they 
brought in a bunch of equipment for us there, along with the general 
contractors’ merchandise, at a specific time; in other words. we don’t 
have to order all of our material at one time. We order our basic 
material, anything for subsoil work, which is brought in at the 
time we need it; and then, later on, finished equipment is brought 
in; so it is a real convenience for us. 

Senator Bartietr. Have you ever inquired of Alaska Steam as to 
how much freight the company would require in one shipment, before 
it would put in at any one of these outports ? 

Mr. Kina. Yes, I have. 

Senator Bartterr. And what was the answer? 

Mr. Kine. Well, it was more tonnage than we had, let me put it 
that way. I don’t remember the exact figures; but they—the smaller 
charter boats will take in smaller loads for us, which is quite essential 
to us. 

Senator Bartiert. Thank you very much. Any questions? 

Mr. Barton. No questions. 

Senator Bartietr. Glad to have you here, Mr. Hunt; and the com- 
mittee will be pleased to hear whatever testimony you have to offer. 


STATEMENT OF OWEN HUNT, OF KETCHIKAN, ALASKA, GENERAL 
MANAGER, TONGASS TRADING CO. 


Mr. Hunt. Well, it is real nice to have the oppertunity to share our 
problems with you, today. 

My name is Owen Hunt, I live at 2034 Second Avenue; I am the 
general manager of Tongass Trading Co., and we operate seven dis- 
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tinctly different retail businesses in the city of Ketchikan. I think 
that we could best be classified as being the complete outfitting com- 
pany, designed to outfit, not only loggers and fishermen, and mining 
operations; but in addition to that, we serve the local citizenry, and 
also people that live in the adjoining communities, around Kete hikan, 

I would like very much to urge you to do all in your power to help 
us maintain the KMCA as a part of our operation in the city of 
Ketchikan. 

I think that, in order to realize the problem that we are faced 
with, it is going to be necessary for you to visualize, for instance, 
in the instance of a logging camp, that we have in the neighborhood 
of 35 logging camps in this particular area. They are ‘Tocated in 
the brush, and m: ny of them are located as far as 50 miles from the 
city of Ketchikan itself. Those particular operations are dependent 
upon the merchants in Ketchikan, and are dependent upon ourselves 
for their requirements, not only for their everyday needs, but 
there are tremendous emergencies that. arise in logging camps, 
whereby they must have supplies immediately. 

Now, in order to protect ourselves, to see that we have the neces- 
sary supplies for these logging camps, we have found that it is prac 
tically vital to us that we split our shipments. We will generally go 
half KMCA and we will go half on Alaska Steam so that whichever 
boat gets to Ketchikan, we have the assurance that we have the 
supplhes that will be so vitally needed in these outlying areas. I think 
that the Government during the Second World War realized the 
importance of dividing cargo. When they would make a landing 
on an island they didn’t want to put all of their ammunition in one 
boat, and all their guns in another boat. That way they could wind up 
with soldiers on that island, with guns, and no ammunition to shoot. 
What we have attempted to do, in the w: ay that we have used KMCA, 
has been that we have split our shipments between the two shipping 
lines. Consequently, whatever boat comes through, we have enough, 
as far as minimum supplies, to take care of the needs for these in- 
dividual camps, individual operations that we supply. 

In addition to that, presently, we have two weekly arrivals of boats 
in Ketchikan, which possibly doesn’t seem like much, unless you are 
familiar with the fact that that can oftentimes save a logging opera- 
tion 3 days in the receipt of necessary supplies that they might re- 
ceive; and 3 days’ time, to me, as far as an individual is concerned, 
doesn’t amount to much, but when you figure that you have maybe 35 
logging camps, and that there are m: iybe as high as 40 men affected, 
as far as the work is concer ned, by any shutdown or slowdown in their 
operations, you can see that the thing grows by leaps and bounds. 
We found that KMCA was a tremendous factor in hel lping us in that 
respect. 

I would like to say that I have no complaints on Alaska Steam. We 
ship by Alaska Steam, and fr: ankly, if Alaska Steam was in the posi- 
tion of KMCA, the precarious position that KMCA is in, right now, I 
would be up here talking to you to see if there wasn’t something that 
we could do to maintain the service that the aoe Steam had to offer. 

I would like to see two shipping lines; and I don’t believe that when 
you are in an area such as we are in here, that we should be faced with 
a situation where we have one shipper controlling our lifeline, as far 
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as serving the people of the community and the outlying operations. 

That is my statement, Senator. 

Senator Bartierr. Well, thank you, Mr. Hunt. 

I propose now to make a statement and I would like for you to com- 
ment on it in case you want to I will say—and this is repetition 
of and a summation of testimony that was given to the committees, 
when the first bill was enacted. 

It is well and good that this charter service be provided for these 
so-called outports; because, obviously, it would be uneconomic for a 
big ship to put into any one of them for a few tons of cargo. But, 
this type of service, this charter service should not be provided for 
ports such as Ketchikan, and Wrangell, and Petersburg, and Juneau, 
because it provides unfair competition for the common carrier, 
namely, the Alaska Steamship Co., which is required to comply strictly 
with the law in every particular, relating to manning of its vessels, re- 
lating to safety, and other factors. Why, then, should these charter 
vessels put into these principal ports and by evasion of the necessity 
that operates against the common carrier, have this privilege of taking 
the cream of the trade? 

I want to emphasize that this is not a statement which I make in 
my present capacity, but I merely repeat it to you, having heard it so 
many times in the past; and would you care to comment on that? 

Mr. Hunt. Well, my only comment on it, would be that our pri- 
mary concern is to provide service for our customers, much needed 
service. From the history of this community I think that if we 
were to revert to an operation where one shipping line had had the 
say as to the type of shipments that would be picked up, what we 
could do, and what we couldn't do, that we would be subjected to sit- 
uations that we do not now have. 

I do not think that—I am not a shipping man, I am not in the 
shipping business, but I do not think that it takes a genius to figure out 
that it would put a man in a wonderful position if he had the only 
ship line. I imagine what they want is to keep their boats full. By 
the same token, I think that 2 better situation for them would be a 
situation whereby they not only had full boats, but they had a full 
dock, so that they would have the insurance of knowing that they 
had a full shipment. 

I can, certainly I don’t believe in unfair competition either, Senator, 
but I do believe in a 4-year extension, as far as the operation of KMC A 
would be concerned. With that 4-year extension, at least it would 
give us another period until another type of shipping comes into this 
particular area. I can’t see how, from past history, how we can 
operate here with one shipping line, and for one person to have a hold 
on that shipping to the extent that they can hold off shipments if 
they don’t want to, and cut down on the services that we are now 
provided with. 

Senator Barrterr. What damage, Mr. Hunt, do you believe is done 
the Alaska Steam, financially, by the volume of cargo carried by 
these charter boats ? 

Mr. Hun. I think me at the average merchant in the area will ship, 
I would say, offhand, it would average out to where they ship about 
50 percent of their merchandise by each carrier, they will split their 
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shipping about half. I think that if Alaska Steam had all of the 
shipping that was coming into this area I don’t believe that they would 
have the warehouse facilities to handle it. I don’t think that they 
could handle the amount of shipping that is coming into the town now. 

Senator Bartiett. In any case, I think my question had later be 
directed to Alaska Steam, and we will find out what percentage of 
their total Alaska volume is removed from them by reason of this 
operation. 

Any questions, gentlemen ? 

Mr. Barton. No, sir. 

Senator Bartterr. Thank you, Mr. Hunt. 

Mr. Hunt. I havea summation of the statement that I made. 

Senator Barrierr. That will be received and accepted, and incor- 


porated into the record. 
TONGASS TRADING Co., INC., 
Ketchikan, Alaska, October 15, 1959. 


CoM MITTEE OF SENATE, INTERSTATE FOREIGN COMMERCE COM MITTEE, 
Washington, D.C. 


GENTLEMEN: In considering bill S. 2669 I suggest that you do all in your 
power to see that the 4-year extension be granted. We, at the Tongass Trading 
Co. feel that the small-boat operation must be maintained in order for us to 
adequately serve not only the fishing industry but also loggers, residents, and 
allied businesses. 

With boats arriving twice weekly we can oftentimes save industries as much 
as 3 days in the event of a breakdown. It also gives us an opportunity to split 
our shipments having half of our merchandise come on one boat and half on 
another so that if either comes through on time we will be protected with a 
reasonable amount of any given item. 

I feel that this bill is vital to our business and urge you to encourage a 4year 
extension. 

Yours truly, 
OweEN Hunt, General Manager. 


Senator Bartietr. Glad to have you here, Mr. Zerbetz. I notice, 
Mr. Zerbetz, and I will say this before you identify yourself that you 
have a prepared statement which will be incorporated into the record. 


KETCHIKAN, ALASKA, October 19, 1959. 
SUBCOMMITTEE, SENATE INTERSTATE AND FOREIGN COMMERCE COMMITTEE. 


GENTLEMEN: I appreciate the opportunity you have given the citizens of 
Ketchikan to appear before your committee. 

I am the general manager of the Stedman Hotel Co. Our firm operates two 
hotels, two restaurants, two cocktail lounges, a liquor store, and rental property 
in the city of Ketchikan. 

Our business, and every business in Ketchikan, is vitally concerned with 
Senate bill 2669. We support this bill wholeheartedly. The operation of the 
small cargo vessels into Ketchikan has benefited us in many ways: 

1. We have a guarantee of weekly service. 

2. The regular service has enabled us to keep lower inventories. 

3. Our restaurants are assured of regular supplies of fresh produce and 
fresh milk. 

4. A larger portion of the longshore payroll from the small vessels goes to 
longshoremen in our own community. 

We respectfully urge passage of this bill. 

Yours truly, 


GoRDON J. ZERBETZ, 
General Manager, Stedman Hotel Co., Inc. 


Senator Bartierr. And now if you will proceed to identify 
yourself. 
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STATEMENT OF GORDON J. ZERBETZ, OF KETCHIKAN, ALASKA, 
GENERAL MANAGER OF THE STEDMAN HOTEL C0., INC. 


Mr. Zersetz. My name is Gordon J. Zerbetz. My address is 437 
Main Street, Ketchikan, Alaska. 

I appreciate the opportunity that you gentlemen have given the cit- 
izens of Ketchikan, allowing us to appear before your committee. 

Senator Barrterr. And you are here as general manger of the 
Stedman Hotel Co. ? 

Mr. Zerserz. Yes, sir; I am the general manager of the Stedman 
Hotel Co., a firm operating two hotels, two restaurants, two cocktail 
lounges, a package liquor store, and rental property in the city of 
Ketchikan. 

I believe that our business, and every business in Ketchikan, is 
vitally concerned with Senate bill 2669. We support this bill whole- 
heartedly, and the operation of the small vessels in Ketchikan, has 
benefited us in many ways. I have them listed in my prepared state- 
ment. 

We have a guarantee of weekly service; between Alaska Steamship 
and KMCA, we are assured of weekly service for our supplies. This 
regular service has enabled us to keep lower inventories. Hotels in 
Alaska are in a very unique position. Our nearest hotel supply houses 
are located in Seattle, Wash. Some of them are in Portland, Oreg. 
As you gentlemen are quite aware, there are quite a few items of mer- 
chandise peculiar to hotels that would not. be stocked by other whole- 
sale houses, or stores in Ketchikan; and when we are out of items, we 
are stuck. 

Consequently, in Alaska, you have to maintain quite a large inven- 
tory; but this guaranteed weekly service has allowed us to cut down 
considerably on quite a few of these items that we formerly have 
stored, in dead storage, so to speak; and consequently we have more 
working capital left to work with. 

Our restaurants, our two restaurants, are assured of regular sup- 
plies of fresh produce and fresh milk. I can’t emphasize—really can’t 
overemphasize—the importance of fresh produce and fresh milk. I 
will backtrack a little and say that I was born and raised in Ketchikan, 
and to me, lettuce and tomatoes, up until recent years, I have always 
considered them to be more or less of a luxury. 

My last item that I was going to mention was that a larger portion 
of the longshore payroll from these smaller vessels actually remains 
in our community. I see that Mr. Taro of the Southeastern Stevedor- 
ing is in the audience, and I understand that he is going to be a witness 
before this committee, and I believe that he could probably elaborate 
on that particular point. 

Senator, if I could deviate from my prepared statement, just a little 
bit, and attempt to answer your statement that you made to Mr. Hunt, 
would that be permissible ? 

Senator Bartietr. I would welcome it, Mr. Zerbetz. 

Mr. Zerserz. Thank you. There were two items that you men- 
tioned, Senator: (1) You mentioned unfair competition, and (2) the 
common carrier. 

I am not too familiar with the method of operation of the Maritime 
Commission, and especially how they operated right after the war, but 
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I would say that if KMCA were to be given a vessel for the token 
payments that I believe they were made available to various common 
carriers at that time, we might be able to comply with the regulations 
at the present time. 

But—and the other item was with reference to the common car- 
rier. I am a member of Ketchikan Merchants’ Cooperative Associa- 
tion, and I assure you that we are not interested at all in going into 
the common-carrier business. I respectfully urge the passage of this 
bill, gentlemen. 

Senator Barrierr. Your statement, especially the last portion of it, 
is very much appreciated, and will be helpful. 

Any questions ? 

Mr. Barron. No questions. 

Senator Barrierr. Thank you very much. 


All right, Mr. Taro. 


STATEMENT OF CLIFF TARO, OF KETCHIKAN, ALASKA, GENERAL 
MANAGER OF THE SOUTHWEST STEVEDORING CORP. 


Mr. Taro. I have a prepared statement; I will read from it, if it 
is agreeable. 

I am Cliff Taro, president and general manager of the Southeast 
Stevedoring Corp., Box 1411, Ketchikan. 

I am in the stevedoring business, which is the contracting for the 
loading and unloading of vessels. As an employer of longshoremen, 
we are greatly concerned with the work opportunity for these men. 
We load pulp at the Ketchikan Pulp Co. on the average of one ship per 
month. For this loading we require from 60 to 70 men and the job 
lasts 4 or 5 days. In order for us to maintain this available group of 
men, it is essential that we have other work for them between the 
pulp loadings. 

The small charter vessels employ all local men for their cargo oper- 
ations. These earnings considerably help them to earn a reasonable 
living between the larger jobs. 

When the larger common carrier vessels, operating under the steam- 
schooner agreement, load or unload cargo in Alaska the largest per- 
centage of work aboard the vessel is done by the ship’s crew. ‘The 
sailors work the hatch with the most cargo and if there are any lesser 
hatches the local longshoremen get the work. This means that over 
half of the work is done by other than local workers. These potential 
“arnings, which are greatly needed by our local men and the com- 
munity, are lost. 

The small charter vessels are a boon to the local shippers, their 
operation is very flexible, the vessels being small can slip from one 
dock to another, with a minimum of lost time. If several of the 
local cold storage plants desire to ship a small amount of cargo, which 
happens very frequently, the charter boats can and will load at each 
and every plant on a continuous basis, thus it saves the shipper the 
added expense of trucking his cargo to a larger central loading point 
where bigger ships could load it. 

I should point out that most of the docks and/or wharfs in Ketchi- 
kan are small and confined and not adequate for the larger vessels. 
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Following are a few of the accomplishments during the past 7 years 
that can be credited to the small charter boat operations: 

Created competitive operations which has— 

Maintained more frequent and regular schedules. 
Assured the small ports of southeast Alaska more frequent 
service. (Prior to this some ports received only monthly service.) 
Started the regular shipments of fresh meats. 
Assured the cold storage plants adequate space and transpor- 
tation for their southbound shipments. 
Created additional local employment. 
Assured the merchants of timely delivery of their merchandise 
which eleminates unnecessary and costly warehousing locally. 
As it is most merchants do not have the storage space for large 
inventories. 
Allows a shorter and less expensive haul of fish to the railhead at 
Prince Rupert, B.C., in order to facilitate faster delivery to customers 
in the East and Middle West. Allowed smaller out-ports without 
dock facilities for larger vessels or tonnage below their minimum re- 
quirements to receive service without the necessity of the added cost 
and delay of transhipments. 

We strongly urge your support and help in the passage of S. 2669. 

Senator Barrierr. Mr. Taro, how long has the Southeast Steve- 
doring Corp. been in existence ? 

Mr. Taro. Approximately 8 years. 

Senator Barrierr. Do you have all of the stevedoring work in 
Ketchikan ? 

Mr. Taro. No; we don’t. 

Senator Bartierr. What other company is there, or is it done by 
any other company ¢ 

Mr. Taro. No, we are the only stevedoring company in Ketchikan. 

Senator Barrterr. Do you unload Alaska Steam vessels? 

Mr. Taro. No, I don’t. 

Senator BartLerr. Who does that ? 

Mr. Taro. They do it themselves, the mates take care of the ship 
and the local agent takes care of the dock. 

Senator Bartierr. So, you wouldn’t have any figures to give us as 
a basis of comparison between the cost of unloading a ton of cargo 
from Alaska Steam vessels and one of these charter ships ? 

Mr. Taro. No, I wouldn't. 

Senator Barrierr. Would you have any personal estimate ? 

Mr. Taro. Under the present containerized shipments of Alask: 
Steam, I am quite certain that their cost of unloading is much less 
than the cost was at the time that the Ketchikan merchants started to 
operate; but their actual cost per ton would be beyond my knowledge. 

Senator Bartterr. When one of these charter ships comes in, a 
typical one, how much freight will it have aboard ? 

Mr. Taro. Oh, from 100 to 150 tons. 

Senator Barrierr. Let’s say it has 150 tons aboard. How many 
men have you put to work on it ? 

Mr. Taro. Well, they have two vessels that are capable of operating 
two hatches; for each hatch, we employ 8 men on the ships, that 
would be 2 hatches, 16 men per ship. 
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Senator Bartierr. And how long would it take the 16 men to un- 
load that ship? 

Mr. Taro. Well, figuring on the basis of 15 tons an hour, per gang. 

Senator Bartierr. And these longshoremen are local residents, are 
they ? 

Mr. Taro. Right. 

Senator Bartierr. Some of them have lived here for quite awhile? 

Mr. Taro. Yes. 

Senator Barrierr. What would you say is the quality of their 
work? 

Mr. Taro. Very good; in fact, I have found that all of the long- 
shoremen in Alaska are far superior to any down the coast. 

Senator Barrietr. I won’t probe any further. That is a good 
answering statement. 

Any questions ? 

Mr. Barton. No questions. 

Senator Bartiterr. Thank you, Mr. Taro. 

We welcome you, Mr. Phillips. 


STATEMENT OF CLIFFORD R. PHILLIPS, KETCHIKAN, ALASKA, 
REPRESENTING E. C. PHILLIPS & SON 


Mr. Pures. Thank you. My name is Clifford R. Phillips, Box 
1752, Ketchikan. I am representing E. C. Phillips & Son, the local 
cold storage and fish processing plant. We have a plant about a mile 
up the Narrows, that represents an investment of $400,000. We em- 
ploy from 10 to 25 people, yearly, with a payroll of $65,000 to $75,000 
a year. In poundage, we handle approximately 2 million pounds a 
year, of which I would say 90 percent is shipped by the Charter 
vessels. 

I worked for 2 days preparing a rather lengthy statement, and then 
after reading it over, and thinking it over, it all boiled down to three 
main facts: (1) we have always used Charter vessels, and have found 
it necessary to use them; and (2) the Alaska Steam has never given 
us adequate service; and (3) which is of course, the most important, 
if the Charter vessels are stopped from operating, we would be forced 
out of business. 

That is all that I have to say, gentlemen. I will answer any ques- 
tions. 

Senator Bartierr. Well, your statement is certainly short, and very 
much to the point. Why would you be forced out of business? 

Mr. Pures. In the first place, our dock is located in shallow 
water, deep enough for the small charter vessels, but not deep enough 
for the Alaska Steam vessels. 

Senator Barrietr. Could you truck your shipments downtown ? 

Mr. Puruips. We have tried that. That is out of the question. 
The cost is prohibitive. In addition tothat, there are many more prob- 
lems. To truck the fish means that you have to have a aoe start in 


order to keep up with the loading of the boat; it is as least a mile; 
the fish would tend to thaw during that period; and the Alaska Steam- 
ship Co. is not prepared to bring that fish down to the proper tem- 
perature, after th 
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cilities at their dock. The fish would have to sit 
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out in the open, and in the summertime, of course, an hour or so out 
in the open would be disastrous. 

Senator Barriterr. Have you ever utilized the Alaska Steam 
services ? 

Mr. Puitiies. We—in the past—we used them quite often, and they 
used to give us a little better service ; and at that time, we were operat- 
ing on the cold storage dock, the Ketchikan Cold Storage dock. 

Senator Bartietrr. You submit that their vessels are too large to put 
in at your present dock ? 

Mr. Puiuties. That is correct. 

Senator Bartrterr. How long has your company been formed? 

Mr. Puruires. The company has been formed since 1946. Prior 
to that, my father was in business for himself on the Ketchikan Cold 
Storage dock. We built our own dock in 1950-51. 

Senator Bartierr. What kind of fish do you handle? 

Mr. Puiutrs. Salmon and halibut, sable fish, cod, herring. 

Senator Bartierr. Principally halibut ? 

Mr. Puttuies. Principally halibut, in poundage; halibut is by far 
the biggest product. 

Senator Bartrierr. Do you handle any fresh fish? 

Mr. Puiuies. Well, we handle it—it is all fresh, when it comes 
in but as far as shipping fresh, it is practically out of the question, 
any more. 

Senator Bartierr. What temperature must that fish be main- 
tained at? 

Mr. Puiuurrs. It varies. Frozen could be maintained, very nicely, 
for a short haul, at 10 degrees above zero. Zero is the best tempera- 
— but we’d be satisfied with 10, 12 for a 2-day haul—2- or 3-day 

aul. 

Senator Bartiett. Have you ever had any trouble in that respect 
when you used Charter vessels? 

Mr. Puiures. Not that I can recall; the only possibility of any 
trouble comes when they are moving from dock to dock; they may 
load a carload at our dock, and run down to the cold storage dock 
and leave the hatches open and load another car, and there would be 
a possibility of the fish warming up, but we have had no trouble, 
whatsoever. 

Senator Bartietr. Now, you ship enough fish so that if this law 
were not renewed, and the present Charter service were no longer 
available, you could charter a vessel on your own, which wouldn’t 
have to meet any of these requirements? 

Mr. Putiiuips. No, we couldn’t charter a vessel on our own, on that 
basis; in other words, we don’t have the volume to keep a boat tied 
up just for ourselves. 

Senator Bartietrr. And you inform the committee that you have 
an absolute dependence upon this service, and that if it is no longer 
available, you will go out of business, with your investment of over 
$400,000, and your annual payroll here in the community of Ketchi- 
kan of over $60,000 ? 

Mr. Puiuures. That is correct, unless the Alaska Steam gives us 
similar, or adequate, or better service. 

Senator Bartietr. To do that would necessitate the placing of 
smaller ships in the trade by Alaska Steam ? 

51709—61——6 
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Mr. Puuuirs. I don’t think so. I think they have the equipment 
right now to do it. 

Senator Barrierr. Well, how could it be done if they can’t tie up 
at your dock ¢ 

Mr. Puiures. I am just debating whether I should put this on the 
record. [{ Laughter. | 

Senator Barrierr. Speak freely. 

Mr. Puiues. Well, that’s not what I am concerned about. 

The Alaska Steam has the ships in here almost weekly, I would 
say, at least once every 2 weeks with vans; the vans are used up 
north; and they have the vans available here; however, they sit on 
the boat, and if we want to use them, they have to be loaded on the 
boat; they don’t take them off the boat; up north they take them 
right off the boat and deliver them right to the consignee. They 
could do the same thing here, as far as I can see; it is just a matter 
of getting the equipment here to do it. The vans are on the boats, 
the boats are available; it is just the equipment to do it. 

Senator Bartierr. Mr. Barton ¢ 

Mr. Barron. You mean refrigerated vans, of course ? 

Mr. Puiurrs. Refrigerated vans, it would have to be refrigerated. 

Mr. Barron. Well, do they have the tractor equipment here to move 
it in Ketchikan ? 

Mr. Puitirs. Whatever it requires, they don’t have it; which I 
would assume is either a cab or a tractor equipment. 

Mr. Barron. That is all. 

Senator Barrierr. Thank you, Mr. Phillips. 

Mr. James G. Pinkerton. 


STATEMENT OF JAMES G. PINKERTON, OF KETCHIKAN, ALASKA, 
MANAGER OF THE KETCHIKAN COLD STORAGE CO. 


Mr. Pinkerton: Senator Bartlett, gentlemen; my name is James G. 
Pinkerton, my address is Post Office Box 1309, Ketchikan. I am 
manager of the Ketchikan Cold Storage Co. 

My appearance before the committee, at this time, is to urge that 
Senate bill 2669 be passed. 

The operation of small charter vessels, such as are operated by the 
Ketchikan Merchants’ Co-Operative, is vital to our cold storage oper- 
ation. As manager of the Ketchikan Cold Storage Co., I purchase 
and ship throughout the 49 States, some 6 million pounds of fish a 
year. This year I imported from Japan 560,000 pounds of octopus 
for halibut bait, which was shipped north from Seattle, on charter 
vessels. 

There is not sufficient cold storage space available to us on the vessels 
operated by the one common carrier serving Ketchikan to provide us 
with adequate shipping space for our production. We have utilized 
almost exclusively the refrigerated space available on Alaska steam 
vessels, calling southbound at Ketchikan this year, and with that space 
made available to us, they have been able to accommodate only approx- 
imately 50 percent of our southbound shipping requirements. 

We frequently have need for shipping space on short notice. The 
use of the small vessels fills that need. We frequently have to ship 
during the production season, and when we ship on an Alaska steam 
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vessel, our entire dock front is blocked; we cannot receive fish, and we 
‘annot ice and bait boats preparing to go out to the grounds, unless we 
happen to crowd a boat right in under the stern of a steamer. 

We have 590 feet of dock front here, but an Alaska steam CMAYV-1 
vessel occupies 490 feet of that dock, and effectively puts us out of 
business. But a small charter vessel only takes up about 100 feet, and 
we are able to receive fish and ice and bait both simultaneously, along 
with shipping. 

Now, there is one other plant at Tokeen, Alaska, about 50 miles from 
Ketchikan, which is in the same position as Mr. Phiilips’ plant, located 
on shallow water, and is entirely dependent upon small vessels for 
service. 

I would like to point out that during the past year, the Alaska 
Steamship Co. have provided us with more refrigerated space than 
in prior years, through the use of reefer vans. And that has been 
utilized to ship bulk fish, which in prior years, we were not able to 
ship in their one hatch, No. 4 hatch, which has a capacity of only 
about 120,000 pounds of boxed fish. ‘These vans—normally there are 
two available to us—will carry approximately 30,000 pounds each. 
However, the smaller charter vessels carry 175,000 to 250,000 pounds 
each; and our very existence as a cold storage plant and fish pro- 
ducer is dependent upon having adequate shipping space available 
when required, because if a customer wants a car of fish, and you can’t 
make reasonable and prompt delivery, he will buy elsewhere; and we 
have at the peak of the season, 55 employees; our total payroll is 
approximately one-quarter million dollars a year, and our plant is 
the largest in Alaska; I buy more fish than any other buyer in Alaska, 
and I do not feel that I could do my job, and maintain the plant, 
without the services of small vessels. 

The delivery in Seattle to the different docks down there, we can 
drop off from a chartered vessel 15 or 20 thousand at one dock, 15 or 
20 thousand at another, and call at another dock; whereas shipments 
via Alaska Steam, are all delivered to Pier 42, unless they are in vans. 
If the shipments are in vans, it is hauled down to the consignee’s door, 
and delivered in that manner. Otherwise, you have to truck it with 
a drayage company in Seattle; and the exposure to the air down there, 
where there is a much warmer climate than up here, has an adverse 
effect. Of course, if it is going in a rail car or an Interstate truck 
for delivery beyond Seattle, it can be picked up at Alaska Steam’s 
dock in Seattle satisfactorily ; but we find frequent need for deliveries 
direct: to customers’ docks in Seattle. And I feel that it is very im- 
portant, not only to the merchants depending on northbound ship- 
ments by the small boats, but also other cold storage plants. 

There’s 23 million pounds of fish frozen in southeastern Alaska, each 
year, on an average; and if all the shipping space, the reefer space 
available on the one common carrier, were pooled, you could only 
move about 10 million pounds; so we either have to have these small 
boats, or we just are out of business, that’s all that there is to it. And 
we have a million and a half dollars tied up in that property across 
the street over there, a capital investment, and we need to maintain 
that property; and the only way that we can do it is to produce fish; 
and we have hundreds of fishermen depending on us for a market for 
their product. 
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I believe that that covers the main points that I have to say, 
Senator, 

Senator Bartierr. Mr. Pinkerton, is your company big enough to 
charter its own vessels, if the need arose 4 

Mr. Pinkerton. Yes, sir; we could, but we wouldn’t be able to 
compete, because it would be a one-way charter. I mean, we would 
have to charter the boat for the round trip, and there would be the 
question of backhaul. Now, the same thing applies to Phillips Cold 
Storage and to the Tokeen Cold Storage; certainly, they could, at a 
price, but that would involve chartering for a round trip; and that 
would put us at 1 or 2 cents a pound disadvantage. 

Senator Bartierr. Now, is this a pretty competitive business, the 
fish business ? 

Mr. Pinkerton. A car of fish, halibut, runs around $16,000; a 
$100 variation on $16,000 will win or lose a sale; so you don’t have 
to monkey with the price but just a tenth of a cent or a quarter of a 
cent and you have missed a sale. 

Senator Barrett. Is all of your fish shipped in frozen form ? 

Mr. Pinkerton. Yes, sir. 

Senator Barrett. I think I have no additional questions. Are 
there any further questions, Mr. Barton ? 

Mr. Barron. Mr. Pinkerton, what about the additional cost of 
meeting the safety requirements, what would that be? 

Mr. Pinkerton. We had one of the vessels inspected, about a year 
ago, and the additional cost was $40,000. 

Mr. Barton. That includes crew wages, as well as safety ? 

Mr. Pinkerton. No, that was just the operation of the vessels, cap- 
ital investment on the vessel itself. 

Now, the members of the Ketchikan Merchants Charter Association 
do not own these vessels; we merely charter them; therefore, we are 
not inclined to invest our money to make $40,000 in alterations, nor 
are the owners interested in doing it, because of the tenure of the 
charter is always more or less at jeopardy; and to add additional living 
accommodations, crew quarters for eight more men that might be 
required under the manning rules, would effectively reduce the avail- 
able cargo space to a point where it would not be economic to operate. 

Mr. Barron. In other words, it would not only increase the number 
of the crew, but cut down the amount of space available for cargo? 

Mr. Pinkerton. That’s right. 

Mr. Barton. What is the number of the crew now ? 

Mr. Pinkerton. Four, I believe. 

Mr. Barton. Four. And it would be increased to 12? 

Mr. Pinkerton. Yes, sir. And that would make it even with the 
present available cargo space, the added payroll would make it un- 
economic to operate these charter vessels. 

Mr. Barron. I take it this present operation is ideal for you with 
refrigerated space available going south and the local people using it 
coming back; is that right ? 

Mr. Prvxerton. That is correct. There is a haul both ways, and 
that is how it fits. It has fitted in historically with the operation of 
the property. I joined the company in 1946, and there had been 
charter vessels in operation then. 
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There is one other point which I have neglected to mention. The 
New England Fish Co., which operates a large plant here and pro- 
duces some 5 million pounds of fish a year, ships almost all of their 
production, in loose form, to Prince Rupert. Now, the Alaska Steam- 
ship Co. does not serve Prince Rupert. It would not be economic to 
put a knot ship into Prince Rupert with two cars of fish, or a portion 
thereof. 

Mr. Barron. What do you mean by “knot” ship, for the purpose of 
the record ? 

Mr. Pinkerton. CMAYV-1’s. They are freighters commonly used 
up here. 

Now, the major portion of Phillips Cold Storage goes to Prince 
Rupert; and over 90 percent of the New England Fish Co. production 
goes to Prince Rupert. A large portion of the production from 
Juneau, Petersburg, Wrangell, Pelican, and Sitka, goes out through 
Rupert, the railhead of the Canadian National Railroad. 

Mr. Barron. Now, that fish isn’t sold in Canada; it goes right 
through the 

Mr. Pinkerton. It is traveling in bond through Canada, so there is 
no common carrier service, as such, to Prince Rupert. 

I have some written statements from others that I would like to 
submit. 

Senator Bartierr. They will be received. 

Mr. Pinkerton. While I am talking, I would like to state that the 
strikes which precipitated the origin of the Ketchikan Merchants’ 
Charter Association was not a strike of local workers, but was a strike 
of unions, I believe it was the Sailors’ Union of the Pacific, the SUP 
which tied up—and then, it was later followed by another union 
striking and tying up, maybe the Masters and Mates, and then it was 
the Radio Operators; but these small vessels are not involved in those 
big strikes, so they are able to continue serving the needs of the people, 
while these major carriers are on strike. 

I would like to submit a statement. by the New England Fish Co. 
(No. 12); by the McCallum-Legaz Fish Co. (No. 13); by the Bon 
Marche of Ketchikan (No. 14) ; by the Progress Market of Ketchikan 
(No. 15); and Builders Incorporated, of Ketchikan (No. 16). 

NEW ENGLAND FisH Co., 
Seattle, Wash., October 19, 1959. 





Mr. JAMES G. PINKERTON, 
Ketchikan Cold Storage, 
Ketchikan, Alaska. 

DEAR JIM: It has been brought to our attention that hearings will be held 
in Ketchikan regarding the use of small refrigerated vessels to haul goods to 
and from Alaskan ports and continental railhead points. 

This type of service is absolutely essential for economical handling of a good 
portion of the traffic and especially in the transporting of frozen fish to rail- 
head points for shipment to the continental United States. Depriving the in- 
dustry in Alaska of this service would work an extreme hardship on the Alas- 
kan segment of the industry. 

We feel certain that after you and other interested people in Alaska present 
the facts to the congressional committee, that they will see fit to continue the 
exemption now permitting this service to operate, not only for the benefit of 
Alaska, but the people of the country as a whole. 

Very truly yours, 
P. G. OLSON. 








SO ALASKAN AND HAWATIAN TRANSPORTATION 


McCALLUM-LEGAZ Fisu Co., 
Seattle, Wash, October 19, 1959. 
Hon. E. L. BARTLETT, 
Chairman, Subcommittee of the Interstate and Foreign Commerce Committee, 
U.S. Senate, Ketchikan, Alaska. 

DEAR SENATOR BARTLETT: We are writing to you to register our Support of 
S. 2669, the proposal to extend Public Law 85-739 for 4 years beyond March 15, 
1960. 

The small-boat services that have sprung up in the Alaska trade in the last 
decade were born of a need for convenient and reliable transport of perishable 
products. That the small-boat operations have lived, and grown, is strong 
testimony to how well they have met this need. 

From a convenience standpoint, the small boats can haul loose frozen fish 
whereas the large boats must have the product either boxed or unitized in some 
manner. Loose shipments are the most economical method of transporting the 
goods and make possible a large amount of business in Alaska that otherwise 
would not be possible. This business contributes materially to the size of pay- 
rolls in many cities in Alaska that depend, primarily, on fish and fish products 
for their existence. The small boats will transport the products in sensible 
quantities. Business in fish products out of Alaska is usually transacted in car- 
load quantities of 60,000 pounds as a maximum, and less-than-carload quantities 
of 10,000 pounds to 20,000 pounds being average minimums. The small boats 
will handle this business and, toa greate extent, make this broad market available 
to Alaskan shippers. Contrasted to this convenience is the requirement of the 
large-boat operators that in some cities a shipper accumulates a minimum ship- 
ment of 200,000 pounds before they will schedule a vessel for a pickup. There 
are very few 200,000-pound orders available in the highly competitive fish busi- 
ness. 

From a reliability standpoint, the small-boat operation is without equal. The 
sinpll vessel goes directly to the cold storage dock in Alaska, the frozen fish is 
loaded from the cold storage directly into a refrigerated hold, then the vessel 
proceeds directly to the cold storage dock of the consignee where the cargo is 
discharged with a minimum of deterioration. The large-boat operators will not 
always call at a cold storage dock, forcing the shipper to transport his product 
to some distant dock. there to sit in the elements until the uncertain arrival time 
of the large vessel. ‘This piles up a host of uneconomical charges, depressing the 
level of business activity and curtailing the labor market unnecessarily. The 
damage to the perishable product is obvious. Since the small boats depend 
primarily on fish for their southbound movements, their attention to schedules 
and preservation of tie product is more highly developed. 

In summation, the continued operation of the small-vessel services is of vital 
importance to the development of Alaska and its fishery potential. We urge 
your wholehearted support of 8, 2669. 

Very truly yours, 
JoHN McCAaLi_euM. 





KETCHIKAN, ALASKA, October 19, 1959. 
Re bill S. 2669. 
To Whom It May Concern: 

Our past experience with the Ketchikan Merchants Charter has been very 
rewarding to our business, to the city of Ketchikan, and to the State of Alaska. 
In our business, specializing in medium-price dry goods we must get fast turn- 
over to net a profit; meaning the fastest connections from Seattle is vitally im- 
portant. Merchandise that lays on the dock for 2 or 8 days can mean loss of 
$2000 or $3,000 in gross business. 

feing a medium-price chainstere operation we could neve have survived in 
Ketchikan before the Ketchikan Merchants Charter was installed. Also we 
would never stand for our business to take a loss year after year as so many 
merchants of Ketchikan and southeastern Alaska did before the small charter 
boats were installed. 

With all due respect to the new State of Alaska, there are too many depart- 
ment store locations available in the other 49 States that offer the same net 
profit we are now enjoying in Ketchikan. 

Thanks again to the Ketchikan Merchants Charter. 

Sincerely, 


CLARENCE CHASTEEN, 
Manager, The Bon Marche. 
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PROGRESS MARKET, 
Ketchikan, Alaska, October 15, 1959. 
Re bill 8S. 2669. 
SENATE COMMITTEE INTERSTATE AND FOREIGN AFFAIRS. 

DEAR Sir: I am one of the smaller food merchants in Ketchikan. I would be 
seriously hurt if the small boats were discontinued. For one thing, our store 
space is very limited and we have to receive perishable merchandise twice a 
week. Wesimply cannot stock a full week’s supply at once. 

Another thing to consider is that if there were only one carrier coming into 
town would be the extre .e difficulty of moving the cold storage and cool room 
off one dock. 

Also the small boats offer a more “personal service.” For one thing, they 
sometimes put several small orders in one crib for me. Making it much easier 
for me to handle on this end. 

In my opinion all of southeastern Alaska would be much better off if the small 
boats are allowed to continue. 

Sincerely, 
EUGENE KINERK. 


BUILDERS INC., 
Ketchikan, Alaska, October 19, 1959. 


COMMITTEE OF SENATE INTERSTATE AND FOREIGN COMMERCE. 

GENTLEMEN: We hereby respectfully request your support and passage of 
Senate bill S. 2269 because— 

1. We are small general contractors, doing three to five hundred thousand 
dollar jobs, much of this work in outlying and so-called “bush areas.” 

2. Small boats are our most economic means of transportation of material 
and equipment to these areas. Weekly deliveries enable us to operate with very 
little cash tied up in inventory. If we were forced to buy, store, and take 
delivery of all material at one time we could never bid or finance this size job. 

3. Small boats are most convenient. They deliver material, groceries, and 
supplies as needed, thus eliminating the additional expense of building a large 
warehouse, ete. 

4. Small boats are time saving. Our mail orders are placed in Seattle Monday 
and material delivered to job site the same week. 

5. Small boats are more versatile. Few outlying areas have harbors or docking 
facilities for larger ships. 

6. Small boats afe reloading. After material is handled several extra times, 
it becomes so shopworn and rain soaked that it is practically useless to the job. 

7. Small boats have better labor relations. We have never had material 
delayed due to strikes or walkoffs. 

8. Our weekly orders give the small boat operator a guaranteed tonnage that 
they can depend on to top off their load over a 4- or 5-month period. 

9. We welcome competition in our business and insist upon it by land, sea, 
and air. 

This is a few of the most important reasons why we as contractors must 
depend on small boats to conduct a competitive, tax-dollar saving, defense age, 
successful business. 

We and the people of Alaska want to thank you for coming here to listen and 
better understand our needs. Your time and effort is greatly appreciated. 

Rosr. McKINLEY. 

Mr. Pinkerton. In conclusion, I would like to mention that there 
are approximately 225 members of the Ketchikan Merchants Coopera- 
tive Association, most of whom are active users of the services made 
available to them. 

Senator Barrierr. Thank you very much, Mr. Pinkerton. And 
the statement which you offered will be printed in the record. 

Now, the next witness is Mr. Cotant. Yes. Make yourself com- 
fortable, Jack. We will be glad to hear from you. 
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STATEMENT OF J. B. COTANT, PRESIDENT OF ALASKA TROLLERS’ 
ASSOCIATION, KETCHIKAN 


Mr. Corant. I am Jack B. Cotant, president of Alaska Trollers’ 
Association, Box 696, Ketchikan. I represent 60 local boatowners, 
and because of the narrow margin that we operate under, the price 
structure of fish, operating costs, and the fact that we are not confined 
in our business directly to Ketchikan, but we stop in various ports in 
southeastern Alaska, such as Tokeen and Pelican, and other spots that 
the Ketchikan Merchants’ Charter Association boats and other char- 
ter boats make their pickups, or the shipping is done through them; 
we feel that anything that is done to upset the price structure by the 
elimination of the market or the charter boats, will reflect imme- 
diately to us, as was brought out by Mr. Pinkerton and Mr. Phillips, 
in particular, as we deal directly with them in this town, and anything 
that will upset their business program, will, if not put them out of 
business, will raise their operating costs. And in that, I mean that it 
will reflect immediately to the prices that are given to fishermen. 
Also, Mr. Pinkerton stated that he had the advantageous item of 
small shipments going out. That immediately reflects an increase in 
price in a good many instances, where we do gain by such shipments. 

That is about all that I have to say along the lines of fishing. I 
would like to make this one point, that I have lived here since 1946, 
and since the inception of the charter boats, particularly the Market- 
ing Association boats, that there has been a vast improvement in the 
quality and in the quantity of the food that you can purchase in the 
local stores, particularly in produce; and I think that is something 
that everybody in Ketchikan in particular has noticed, and it is a 
pertinent fact. 

That is about all. 

Senator Bartietr. Thank you very much, Mr. Cotant. 

Any questions? 

Mr. Barton. No questions. 

Senator Bartierr. We appreciate your statement very much. 

(Witness excused.) 

Senator Bartierr. Now, is there anyone else in the audience who 
cares to be heard on this bill ? 

Mr. Wrincren. Senator Bartlett, could I be recalled for a question 
as to fresh milk? 


STATEMENT OF PAUL WINGREN, WINGREN’S FOOD STORES, 
KETCHIKAN, ALASKA—Resumed 


Senator Bartietr. You are recalled. 

Mr. WinereN. Senator, you asked Ernie DeBoer a question as to 
fresh milk, if there was only the one service, and that was namely the 
Alaska Steam. 

It is my opinion that if the Alaska Steamship Co. was without 
competition, they would revert to the method which they used prior 
to the popular use of the charter boats, and ship milk and meat in the 
frozen state only. Now, in neither instance, is the product as palatable 
as it is when it is shipped fresh. 

I would like to get that into the record. 
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Senator BarrLerr. We thank you. 

Now, I take it that there are no other witnesses on this bill, and at a 
subsequent time, the committee will desire to secure additional infor- 
mation on the technical operations. 

Senator Barrierr. Jess Ison. 


STATEMENT OF JESS ISON, STORE OWNER AND TRAVELING 
BUSINESSMAN, KETCHIKAN, ALASKA 


Mr. Ison. I am Jess Ison [spelling] I-s-o-n, Box 97, Ketchikan, 
Alaska. I have been a resident of Ketchikan for about 25 years. I 
also have a store and business here and I travel in the entire territory 
of Alaska as a salesman. 

What I wanted to bring about about was the unfairness of the 
freight rates in southeastern Alaska, to show what Anchorage and 
Fairbanks pay for freight in comparison to what the citizens of 
southeastern Alaska have to pay for freight. 

I have before me a bill here, a freight bill from the Alaska Steam, 
October 10, 1955, for 1,100 pounds, the freight bill from Seattle to 
Ketchikan is $266. 

Mr. Barton. What is the commodity, sir? 

Mr. Ison. The commodity is an overall commodity, including—in 
here is picture frames, glassware, hardware, mops, dry goods, notions, 
games and toys. 

Mr. Barton. Do you designate that as an all-commodity rate? 

Mr. Ison. That is all commodities. The freight from Los Angeles 
to Seattle dock, for the same amount of merchandise, was only $52.70; 
in other words, we are paying five times the rate from Seattle, which 
is 600 miles, for the same commodity. 

This same commodity, delivered to the store door, in Anchorage, 
would cost about $99. 

Mr. Barton. Let’s see: Los Angeles to Seattle was $52 

Mr. Ison. $52.70. 

Mr. Barton. Seattle to Ketchikan was how much? 

Mr. Ison. $266, the same merchandise delivered to Anchorage would 
be less than $99, less than $100. 

Mr. Barron. Say $99, possibly. The Anchorage delivery would be 
by ship and rail? 

Mr. Ison. It would be by Alaska Steamship to Seward, and over 
the docks to Seward, and over the railroad to Anchorage, over the 
railroad trucks to the store door delivery. This does not include 
another $40 approximately it would cost me to get my merchandise 
from the dock to my store. 

Mr. Barton. Here in Ketchikan? 

Mr. Ison. Here in Ketchikan. 

Mr. Barron. Now, do you know the distance from Los Angeles to 
Seattle ? 

Mr. Ison. I would say better than 1,200 miles. 

Mr. Barton. And the goods would travel there by rail, by truck 
or by ship? 

Mr. Ison. By rail, by terminal freight. 

Mr. Barton. These are common carrier rates you are talking about ? 

Mr. Ison. These are common carrier rates. 
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I have another one here for 1 pound less, 1,099 pounds; the other one 
was 1,100 pounds; the rates from Los Angeles to Seattle, due to com- 
modity rates being on some commodities higher , Was $53.55, less about 
85 cents difference due to commodity. 

The freight from—to Ketchikan from Seattle was $379. 17, a differ- 
ence there of $113 for 1 pound less of freight. The items in that is 
dry goods, paint, glassware, paper goods, toiletries, games and toys, 
and decorations. 

Mr. Barron. Do you know the amount of the rate to Anchorage / 

Mr. Ison. It would cost less than the first, because their rate up 
there is less than $9 a hundred, so that I would say it would be less 
than 90—a little over $90 for the same freight into Anchorage. 

Mr. Barron. Have you ever been given any explanation for this? 

Mr. Ison. I have not. It used to be that furniture could come into 
Ketchikan by Pan American to Annette, by small boat to Ketchikan, 
for the difference $6 to $8 of difference for a davenport, by air, cheaper 
than by freight, so they lowered, changed their commodity—changed 
their rate to a w ‘eight basis, 1 ather than a cube base. Furniture comes 
in now on a weight basis; electrical appliances come in on a weight 
basis. Sometimes ago two refrigerators—— 

Mr. Barron. Was that by Pan American or by—— 

Mr. Ison. It was by Pan American. 

Mr. Barron. What you are telling us, are you not, is that the 
steamship company changed to a weight basis 

Mr. Ison. They changed to a weight basis, yes. The steamship 
company changed to a weight basis so that it is now cheaper to ship by 
boat than it is by air. 

Mr. Barron. But you say, before this change took place, you could 
ship this particular piece of furniture, whatever it might be, cheaper 
if you sent it by airplane from Seattle to Annette and then trans- 
shipped it by small boat to Ketchikan ? 

Mr. Ison. That’s right. 

For instance, now, they say bulk merchandise. ae right, we will 
take bulk merchandise—we will take potato chips. I don’t think there 
is anything much higher than that. Before they changed the parcel 
post regulations, we shipped potato chips in to Ketchikan by parcel 
post; and when I say changed the regulations, they changed the size 
of the package that could be shipped ; so, therefore, we c annot ship as 
large a package as we did before; so now, they were shipping it parcel 
post. I think the Alaska Steam gets about $6.75 by hauling parcel 
post into Ketchikan. 

Mr. Barton. For how much weight ? 

Mr. Ison. Per 100 pounds. So they now have changed that and put 
potato chips on a weight basis; they make another dollar a hundred, 
and charge 75—about $7.25 a hundred by coming in freight; but be- 
fore, on bulk measurement, it was prohibitive and cheaper to ship 
it by parcel post of 18 to 30 cents a pound, your first pound there is 
about 30 cents a pound—and it would be cheaper to ship a lot of mer- 
chandise by parcel post than it was by freight. 

How this works, I have here candy, which is on a weight basis now: 
800 pounds of candy, from Seattle ‘to Ketchikan, is $16.06, that is 
weight; the other merchandise that was back here of 300 pounds 
more, cost $379 to get it from Seattle here. 
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An automobile, from Seattle to Ketchikan, a 4,000-pound automo- 
bile cost approximately $200, and that is bulk and a lot of empty 
space in it—I am talking about a station wagon. It takes up more 
space than these steel containers that they have got; they can’t com- 
bine—put anything on top of it; they would have to take more care; 
it—they have to watch it on scrate hing, breaking of glass, and things 
like that; so I would say that a car is a premium haul. 

I was trying to bring out here, now this goes on: a year ago, a 
few years ago, I shipped 55 cases of glassware from Ohio, which was 
mislabeled and shipped to the Ben Franklin Store in Anchor: age. 
The freight bill on that was $55 from Ohio to Anchorage. To 
ship the same merchandise back from Anchorage to Ketchikan, was 
S60—S2 or $3. 

Industry cannot move into southeastern Alaska and ship to in- 
terior Alaska, It costs $2 more to ship shingles from Ketchikan to 
Anchorage, due to the way the shipping is here, than it does to ship 
them from Seattle to Anchor: age, 

Mr. Barron. Two dollars more for what amount? 

Mr. Ison. A square. A square is equivalent to 100 square feet of 
shingles, covering 100 square feet of shingles. 

So we have no shingle mill. We used to have a shingle mill here. 
A man goes up to the interior and sells shingles; he goes to deliver 
them, and he can’t deliver them. And I mean that things like that is 
actually, we are talking about ferries, for people to come into Alaska 
to make their homes—we would like, the only way to make this coun- 
try grow is by having people make their homes here; and people 
cannot, under those conditions, manufacturers, small manufacturers 
cannot compete; our big industries cannot compete with outside in- 
dustries on their freight rates, and that is the reason they had their 
own charter boats that you see running up and down here, with their 
product in there, so that they can compete with the outside markets. 

And with common carriers, at such rates as that, it is almost im- 
possible to compete. You can haul freight from Seattle over the 
Alean Highway into Fairbanks at less than 12 cents a pound, and 
this figures out about 30 cents a pound into Ketchikan, by boat. 

Mr. Barron. When you say “this,” what do you mean ? 

Mr. Ison. Pardon ¢ 

Mr. Barron. When you say “this,” what do you mean? 

Mr. Ison. This merchandise. 

Mr. Barron. Your first example, that is? 

Mr. Ison. Yes. 

Mr. Barron. That was 1,100 pounds? 

Mr. Ison. That was 1,100 pounds exactly. The other one was 1 
pound less, and cost almost $113 difference, than the first. 

Mr. Barron. The second one, then, you say would be more than 
30 cents a pound ¢ 

Mr. Ison. Yes. 

Mr. Barron. Well, the first one doesn’t run quite 30, does it? 
Kleven hundred pounds at $266, that would be only about 25, I believe. 

Mr. Ison. Iam sorry. I am figuring from Los Angeles into here, 
rather than Annette. The commodity rate out of Los Angeles into 
Seattle, it runs $3.67, $4.35, $4.39, $4.96 per hundred pounds on com- 
modity rates: $3.0] per hun dred pounds, The highest one on this is 
$4.99 per hundred pounds, from Los Angeles into Seattle. 
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Mr. Barron. What would be the rate per pound from Seattle to 
Ketchikan on that second example ? 

Mr. Ison. That is 1 pound less. 

Mr. Barton. Yes. 

Mr. Ison. Now, the freight—now this is not including the Los An- 
geles to Seattle freight. 

Mr. Barton. No. Just from Seattle here. 

Mr. Ison. Is $379.17 for 1,099 pounds. 

Senator Bartierr. Have you any further questions ? 

Mr. Barron. These commodity rates: are those truck or rail, com- 
bined with water ? 

Mr. Ison. This, what I am giving you here is the Los Angeles Motor 
Terminal Express out of Los Angeles in—I am giving you the truck 
rates into the Seattle dock. This other rate here is cubed, and it is 
6014 cents a square foot, into here; you see what potato chips would 
amount to a bag if you had to cube that to come in here; it was pro- 
hibitive to ship them in. That does not—that is—what I am getting 
at is here: on this first example, there is $24.40 terminal charge in Se- 
attle. The terminals charge here is $48. Now, we have got terminal 
charges in Seattle going to Anchorage or Fairbanks; we have got ter- 
minal charges in Seward; the people of Seward, when I was selling, 
the people of Seward would ship their merchandise to Moose Pass, 
address it to Moose Pass, and pick it up ina truck and bring it back 
to the town of Seward cheaper than they would let them take it off of 
the dock at Seward. 

It goes into the railroad car, it is loaded, it is hauled to Moose Pass 
by train, unloaded, and put on a truck, and brought back and unloaded 
cheaper than the people can get it in Seward. 

Senator Bartierr. Thank you, Jess. 

Any other questions that you would like to ask ? 

Mr. Barron. No; no further questions. 

Senator Bartietr. Now, I am sure that there must be—ah, yes; oh, 
my goodness, yes. I was looking for you here this morning. Captain 
Adlum. 





STATEMENT OF CAPT. MERLE D. ADLUM, OF SEATTLE, WASH., 
REPRESENTATIVE OF THE MASTERS, MATES AND PILOTS 
LOCAL 6 


Captain Aptum. At long last. Capt. Merle D. Adlum. I am a 
representative of the Masters, Mates & Pilots Local 6, and of the In- 
landboatmen’s Union of the Pacific, and represent some 4,000 men en- 
gaged in the towing and ferry industries, construction, petroleum, and 
freight on the Pacific coast, having offices in San Diego, San Pedro, 
San Francisco, Columbia River, Seattle, and Alaska. 

Senator Bartierr. And you receive your mail where ? 

Captain Aptum. Room 117, pier 53, in Seattle. 

I met with Senator Bartlett briefly last night in regards to the ferry 
situation, and he suggested that I appear here. I do not have any pre- 
pared program with me, and all the statistics that I received in regards 
to the two or three surveys that have been made on the ferries are in 
my office in Seattle. 
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I don’t wish to appear here as controversial to the program as I un- 
derstand is underway, as far as the ferries are concerned, which will 
include the use of three large vessels, but I did want to, and I felt I 
would be derelict unless I brought out the points and hoped that the 
committee, and the people that have been talking up this ferry, have 
explored all the aspects of using the smaller type ferry system, more 
on a hedgehopping program, than the three large vessels on a direct 
route from Prince Rupert through to Haines. 

I would like to point up a few of the reasons why we feel that in 
studying these, that the plan that was formulated along the lines of 
the Titkov plan: (1) The three large vessels would necessarily have 
to be drydocked in Seattle; I am sure they would have to be for all 
the major repairs and work that would be done on them would neces- 
sarily have to be done in Seattle or Puget Sound ports, because of 
the facilites here in Alaska not being able to accommodate that large 
a vessel; whereas, some of the smaller type, and still large enough to 
be adequate for this run, could be handled, I believe, in the N.C. yards 
in the port of Juneau, thereby keeping a lot more work for resident 
workers in the Alaska area, and probably creating some new work. 
The runs as outlined in the Gitkov report, using a few more vessels but 
of a smaller type, would be of a much more frequent service; the win- 
tertime schedules could be cut down, and thereby saving a tremendous 
amount in labor cost; by adding more vessels in the summertime, as 
this trade grew, and reducing it to fewer vessels in the wintertime. 

From the surveys that I have seen, it appears that it takes some 60 
or 70 men to man one of these larger vessels 1f you include the steward’s 
department, and all departments necessary; whereas, most of the 
ferries on Puget Sound are operating with what we call the 8- or 10- 
hour crews, with crews of around 8 to 12 men. 

I feel that the licenses and certificates that are required on the 
smaller vessels could probably be a lot more local help and talent 
around here adapted to this new operation, whereas with the larger 
vessels, perhaps most of the help will have to be recruited out of the 
Puget Sound or down the coast areas. 

Using again the smaller vessels, even those licensed personnel or cer- 
tificated personnel that would come up here, if the vessels remained 
up here and were serviced up here, I feel would become citizens of the 
State of Alaska, on a permanent basis, and would lend more to the 
building up of the population in this area, and for every amount of 
population that you bring into the area, you create some more popula- 
tion that is necessary to serve them. 

By extending these roads out, and as the operation grows, for 
instance, a road going up Behm Canal, we feel that there is some 
surplus ferries that will—could be purchased at a fraction of the cost 
of new construction, whereby this hedgehopping program I speak of, 
could be incorporated ; for instance, a small ferry running across Behm 
Canal to a road across Cleveland Peninsula that would connect with 
the southern end of Wrangell Island, which has a road more than 
half the way down to the point now, and is very feasible and adaptable 
for another road; or for the balance of that road; then a short ferry 
running across from Wrangell to the southern end of Mitkof Island, 
which road is now under construction, and which will be completed, 
I think, sometime in the next year. 
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The next run, of course, would be from the north end of the Mitkof 
Island on up to Juneau; you already have a ferry run from Tee Harbor 
to Haines and Skagway ; and it just appears to be a much more flexible 
plan. I feel that even some of the freight problems that have been 
listened to here this afternoon, if this ferry system would be incor- 
porated into that freight problem, I know th ut one of the problems, 
as far as the tugs and | barges are concerned, in bringing refrigerated 

vans into this area, is the freight or port facilities ; and all the sur veys 
that have been made on this “problem show that they can’t afford to 
set up such port facilities in each and every one of these small towns; 
but with an adequate ferry system, they could set up one centralized 
port facility, and then disburse this freight via the ferries. 

I probably have a lot more points that I would like to bring out, 
but as I say, I wasn’t prepared, and I would like to submit to this 
committee a written tg soe along these lines. 

Senator Barrierr. Captain, you may do that. We will be happy 
to receive it; and I notice that Mr. Sharp of the southeastern confer- 
ence has cocked an attentive ear, as you spoke, and probably there will 
be an opportunity for you to talk with him and his colleagues, too, 
ee. 

Captain Aptum. I would like to say for their benefit, that T hope 
that I haven’t appeared to be controversial; and my mind is sure 
open to any suggestions or their own program, and if they can con- 
vince me that ours is wrong, why, we would withdraw wiv more testi- 
mony on this one. 

Senator Barrierr. From long experience, I would say that Mr. 
ae is a terrific convincer. 

Captain Aptum. I would add that I grew up in the ferry industry, 
and worked actively some 10 years on “ferries, myself—from a dish- 
washer to a captain—and I have watched Puget Sound grow, and I 
thing a lot of my thinking is derived from some of the good things 
that they did on Puget Sound as well as some of the mistakes that they 
made on Puget Sound, and I have actively represented one of the 
largest ferry industries in their labor contracts for the past 6 years; 
so I am pretty versed on the problems in the ferry industry, I feel. 

Senator Bartrterr. You have a familiarity, I can tell. [Laughter. | 
Thank you, Captain. 

Now, as there are no further witnesses, the committee will stand in 
recess until it reconvenes in Juneau. 

(Whereupon, at 4:30 p.m., October 20, 1959, the hearing was re- 
cessed, to reconvene at Juneau on Thursday, October 22, 1959.) 
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THURSDAY, OCTOBER 22, 1959 
U. S. SENATE, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Council Chambers, Juneau, Alaska. 

Senator Barrierr. The meeting will please come to order. It is 
a particular pleasure for me to be here again in Juneau and to see so 
many of my old and good friends. 

And I should like to introduce, for the Juneauites who are here, the 
members of the staff who are accompanying me on this trip to Alaska 
and others who are attending the hearing in the various communities. 

This is a session of the Senate Interstate and F oreign Commerce 
Committee. We are represented, as I shall indicate later, by counsel 
for the House Interstate and Foreign Commerce Committee, and it is 
our hope and expectation that at Anchorage, members of the House 
committee will arrive, and then we will be conducting a joint hearing. 

On my right is Frank Barton, who is transportation counsel for the 
Senate committee; on my left is Harold Baynton, chief counsel for the 
Senate committee; and sitting on Mr. Baynton’s left. is Mr. Perley, 
whose official title is legislative counsel for the U.S. House of Repre- 
sentatives, but who, in his present capacity, is acting as counsel for the 
House committee. And at my far right, sitting in a very dignified 
manner at the legislative table, is Harry Huse of the committee. And 
we have the pleasure again of having with us Commissioner Romick 
of the State department of commerce. Commissioner Romick was 
good enough to go to Ketchikan to participate in the hearings there, 
hearings which have, of course, a real importance for the State in gen- 
eral, and his department of the State government, in particular. 

And in the gallery are several other. people who are accompanying 
this committee. First, I should like to mention Commissioner Law- 
rence Walrath of the Interstate and Foreign Commerce Commission— 
Interstate—I got “Foreign” in there inadvertently; and then, there 
is from Anchor: ‘age, the Alaska representative of that Commission, Mr. 
William Mehan; and Mr. Henry Whitehouse, attorney with the ICC: 
and Mr. Fred Lordan, of Seattle, who has participated in previous 
hearings on these subjects in Washington; and there will be present 
soon, I expect, and hope, Mr. William Thompson, of the Association 
of American Railroads; and also the vice president of Alaska 
Steamship Co., the Washington, D.C., representative of that company, 
Mr. Henry W. Clark. And it should be mentioned, naturally, that 
the Federal Maritime Board, which has a vital interest in these hear- 
ings, is represented at Juneau, and I hope in the other hearings 
throughout Alaska, by Mr. Stakem. 
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There are before us a number of bills, pertaining mainly to trans- 
portation, in which the people of Alaska have an interest. Notices 
were issued several weeks ago that these hearings were to be held and 
that the people of Juneau were invited and urged to express them- 
selves on these bills. 

Before we hear the first witness, who will be Mr. Frank Doogan, 
representing the Juneau Chamber of Commerce, I shall give a brief 
description of each of the bills on which the hearings are being held: 

1. S. 1507, to make the Interstate Commerce Act applicable to trans- 
portation by water between Alaska ports and other ports in the United 
States. 

2. S. 1508, to provide for economic regulation of the Alaska Rail- 
road under the Interstate Commerce Act. 

3. S. 2451, H.R. 8521, and H.R. 8564, companion bills, to establish a 
joint board for through routes and joint rates and to make mandatory 
through routes and joint rates by carriers engaged in transportation 
of property between Alaska or Hawaii, and other States. 

4. §. 2452, H.R. 8520, and H.R. 8565, companion bilis, to establish 
a joint board and to permit the filing of through routes and joint 
rates for carriers engaged in transportation of property between 
Alaska or Hawaii and the other States. 

5. S. 2514, to establish the Alaska Railroad as a Government cor- 
poration. 

6. H.R. 6244, to provide grandfather rights for motor carriers and 
freight forwarders operating within Alaska and between Alaska and 
other States and for other water carriers operating within Alaska; to 
provide for Interstate Commerce Commission regulation of the 
Alaska Railroad; and to make the Interstate Commerce Act appli- 
cable to for-hire water carriers operating between ports of Alask: 
and ports of other States. 

I will insert copies of the above-mentioned bills into the record at 
this point. 

Additionally, there is a bill, S. 2669, before the committee, intro- 
duced in the closing days of the session, to permit an extension for a 
4-year period of the arrangement now in effect, by law, for the opera- 
tion of certain charter ships in the Alaska trade. There are two bills 
relating to a proposed ferry service in Alaska, one, S. 1956, which 
would provide construction subsidiaries and the other, S. 2661, of 
which would make Federal funds available for certain access roads 
to the ferry terminals and for certain terminal facilities. 

The committee will be glad to hear testimony on these bills, as well, 
and testimony from any organization or individual on any other legis- 
lative matter within the jurisdiction of the committee. 

And I want to emphasize that anyone here in Juneau who wishes to 
testify will receive a welcome. It is not the committee’s desire or in- 
tention to restrict receipt of testimony to Government agencies, Gov- 
ernment officials, or to organized groups. 

And now, Mr. Doogan, the committee will be happy to hear from 
you as the representative of the Juneau Chamber of Commerce. 

Mr. Doogan. Thank, you, Senator Bartlett. 
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STATEMENT OF FRANK M. DOOGAN, JUNEAU, ALASKA, REPRESENT- 
ING THE JUNEAU CHAMBER OF COMMERCE 


Senator Bartierr. May I interrupt you, Mr. Doogan, to suggest to 
you and to the witnesses who are to follow that, in identifying your- 
selves by name and position at the outset of your testimony, it will be 
appreciated if im will also furnish your mailing address. And that 
will do many things; among them, it will insure your prompt receipt 
of your printed copy of the hearings, later on, so that you can pre- 
serve in your library the remarks that you have made upon this 
occasion. 

Mr. Dooean. Thank you, Senator. 

I am Frank M. Doogan, appearing at this hearing at the request of 
and as a representative of the Juneau Chamber of Commerce. My 
address is Post Office Box 1121, Juneau, Alaska. 

At the outset, the chamber of commerce has authorized me to speak 
with reference to certain matters of legislation before the committee. 
I am not authorized to speak on them all. And we have taken, as a 
chamber, no action on the two bills relating to the Alaska Railroad, 
the first providing for the incorporation, and the second to place it 
under the regulation of one of the regulatory agencies. 

I am authorized to make a statement—reiterate a statement which 
was the stand taken by the chamber with reference to the legislation 

ermitting certain tonnage ships to operate between the continental 
Cited States and the State of Alaska; and our statement in that 
regard is this: That the Juneau Chamber of Commerce would oppose 
any legislation that would differentiate between water transportation 
permitted to operate to any of the communities in southeastern Alaska. 

We believe that if a type of water transportation is allowed to any 
community in southeastern Alaska, it should be allowed to all south- 
eastern Alaska communities, 

Now, possibly I had better explain that statement. Here a year or 
two ago, the Soolgvens assed legislation permitting the relaxation 
of certain inspection and safety requirements with reference to ves- 
sels of 150 tons. Shortly thereafter, a second bill was introduced, I 
think the number was S. 1798, and that bill would have permitted the 
relaxation of these regulations with reference to vessels under 150 tons, 
which would serve communities in southeastern Alaska, not served on 
a weekly basis by a regular common carrier. 

Now, that explains my statement, I hope, that we feel that all cities 
in southeastern Alaska—there should be no differentiation between 
water transportation to them; in other words, we would be against 
any legislation which would permit vessels to operate in one com- 
munity, and not the others. 

That is the end of my statement, with reference to that particular 
bill. 

As a point of information, please, do you want me to make all of 
my positions clear on the various bills, and then to be questioned ? 

Senator Bartiett. I think, perhaps the questioning, Mr. Doogan, 
had best be made at the conclusion of your statement on each bill. Is 
that agreeable to you? 

Mr. Dooean. That is perfectly agreeable. 
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Senator Barttetr. I only have one question in reference to the 
statement that you have just made, and that is this: It has been sug- 
ested to the committee that it would be unfair to continue in effect 
egislation which permits charter ships which do not have to man 
their vessels or have their vessels inspected, as does the common car- 
rier, compete with that common carrier in the business in the larger 
orts in southeastern Alaska. So far as I can recall, no opposition 
as been voiced, or no considerable opposition to service by these 
charter vessels at the so-called outports; but it has been regeonentad, 
as I have indicated, that this constitutes the service, we will say, for 
example, to Juneau, by the charter vessels, unfair competition to the 
common carrier. 

Would you care to comment upon that ? 

Mr. Doogan. I don’t think I feel free to comment on it, Senator 
Bartlett, because, if I did, I would have to take a position, either sup- 
porting the continuance of the exemptions or take a position opposed 
to the continuance of the exemptions; and I am not authorized to take 
that position. 

Senator Bartierr. Your wishes in that respect, will be followed, 
and I am sure that there will be plenty of witnesses—or many wit- 
nesses, later in the day, who will not only be willing but very eager to 
state a position on one side, or the other; and, Mr. Barton, do you have 
any questions on that point ? 

r, Barton. That was my question. The Chamber of Commerce of 
Juneau takes no position on the merits of the bill, I take it? 

Mr. Doogan. Other than what you could draw or imply from the 
statement which I read from the chamber records. 

Mr. Barron. You want everyone treated alike, in any event, if there 
is legislation passed ; is that right? 

r. Doocan. Well, I—I don’t believe that I exactly said that. I 
said with reference to a particular type of water transportation—and 
I think that the statement was directed toward the type of transporta- 
tion which would be permitted under a relaxation of safety and in- 
spection rules; in other words, if Petersburg is going to have it, then 

uneau, Sitka, Wrangell, and all the rest of them should have it also. 

Mr. Barton. I said “everybody”—I should have said “every town” 
in southeastern Alaska. 

Senator Barrierr, You may proceed, then, Mr. Doogan. 

Mr. Doogan. The next subject is contained in Senate Bill S. 2451 
and S. 2452, which have for their purpose the establishment of a Joint 
Transportation Board, and §, 2451, the mandatory filing of routes and 
joint rates; and the other one, S. 2452, the permissive filing: 

The chamber has taken no stand on either of those two bills, except 
that they would, if the legislation is to be enacted, they would prefer 
the requirement in the bill which would provide for the eeabaueey 
filing. 

Actually, the subject is one which is more in the field of experts, 
rather than that of the chamber of commerce; however, our position 
is based upon the fact that we here in Juneau, would appreciate re- 
ceiving the same freight rate, per ton mile, out of Seattle, or any other 
place of origin in the United States on a through rate basis that could 
take it on either to Hawaii, or on up to westward Alaska, or interior 
Alaska; in other words, when the freight is shipped by rail from the 
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»oint of origin in the States, and goes to Seward, which is another rail- 
Saat the rate is somewhat lower than similar freight which would 
come in here to Juneau, from the same point of origin, because it isn’t 
from a railhead to a railhead; it is a railhead to an ocean terminal; 
and I have no further statement with reference to those two bills, 

Senator Barriterr. Let me ask you this, Mr. Doogan, in case you 
care to answer: 

Would you go so far as to say that the Juneau Chamber of Com- 
merce would approve legislation in either form, permissive or man- 
datory, so long as that legislation permitted the establishment of 
through rates? 

Mr. Doosan. Yes, Senator Bartlett, I would; however, with the 
emphasis being placed on the legislation which would provide for the 
mandatory filing. 

Senator Barrierr. Mr. Barton? 

Mr. Barron. No questions, thank you, Senator. 

Mr. Doocan. There are two bills in which the chamber is very 
vitally interested, first the construction subsidy for ferries in south- 
eastern Alaska, and second the bill which would permit the use of 
Federal highway funds to construct access roads and terminal fa- 
cilities, 

There is another witness who will appear here today and speak on 
those bills, Mr. Toner. The connection between Mr. Toner and the 
Juneau Chamber of Commerce is that he will speak as a representa- 
tive of the Southeatern Conference, which is an organization of 
southeastern chambers of commerce and towns. The Juneau Cham- 
ber of Commerce, and myself, are very familiar with what Mr. Toner’s 
testimony, and we want to endorse his remarks when they are placed 
on the record. 

Senator Barttetr. Yes, altogether, Mr. Doogan. 

I have no questions. Do any members of the staff care to question 
Mr. Doogan ? 

Mr. Barton. No questions. 

Senator Bartietr. Thank you very much, Mr. Doogan. 

Mr. Doogan. Thank you for the opportunity of appearing here on 
behalf of the chamber of commerce. 

Senator Barrietrr. We were most pleased to hear you. 

Witness excused.) 

Mr. Doogan. Thank you. 

Senator Bartietrr. Now, the Chair is not equipped with a list of 
witnesses. We know that Mr. Toner desires to be heard, and I have 
the names of no other witnesses. During the remainder of the day, 
T think that I will be obliged to ask anyone who wants to be heard 
to stand up at the appropriate time, and then I will invite him to 
testify. 

Since your name was mentioned, Mr. Toner, would you care to tes- 
tify now? 

Men Toner. Yes. 


STATEMENT OF FELIX J, TONER, JUNEAU, ALASKA, REPRESENT- 
ING THE SOUTHEASTERN CONFERENCE 


My name is Felix J. Toner, box 2534, Juneau, Alaska. TI am here 
representing the Southeastern Conference, which, as Mr. Doogan ex- 
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plained, is an association of all of the communities and all of the 
chambers of commerce in southeastern Alaska. 

The bills upon which I wish to make statements or comments are 
Senate bill 1956, which is an amendment to the Merchant Marine Act 
of 1936, to permit subsidies to be granted to the vessels which are pro- 
posed for construction and use in a ferry system throughout south- 
eastern Alaska. 

Before getting onto the bill itself, I would like to make a rather 
brief statement about the system that we propose for installation and 
operation throughout southeastern Alaska, our reasons as to why we 
believe such a system is necessary, and our reasons why we believe that 
favorable consideration should be given to S. 1956. 

With respect to the necessity for this system of transportation, you 
gentlemen are here in southeastern Alaska, and you arrived in Ketchi- 
kan, and you have now traveled on to Juneau, and from Juneau you 
will go on and go to the westward. Now, the interesting thing about 
that is that here in southeastern Alaska, the only way that you can 
travel through this portion of Alaska is by air. After you get into the 
interior portion of Alaska, between the major cities of Anchorage, 
Fairbanks, Seward, you will find that you will have your choice of 
transportation: you can go by rail, you can go by highway, you can 
fly ; and in some instances, you can also travel by vessel. 

However, down here, we are limited. We only have one system of 
transportation for the average traveler through southeastern Alaska, 
and that is by air. From the freight standpoint, we have a regular 
freight service supplied us down here; some of the communities are 
served weekly, some biweekly, and some once a month. 

The remainder of the freight service that is available to those com- 
munities and the remainder of the mail service available is entirely 
by air. Our problem that we are confronted with is that because of 
our topographic features, it is a virtual impossibility to connect us 
by any way except by water transportation, as a result of which 
there have been several studies made. The principal one was made by 
W. Gilman Smith, and in that he outlines the details of a proposed 
ferry system to serve southeastern Alaska. 

Under Mr. Smith’s proposal, it was to be a State-owned and operated 
system, that would operate from Prince Rupert, British Columbia, to 
Haines and Skagway, Alaska, tying together most of the major com- 
munities in southeastern Alaska; and as the service developed, and got 
on a stronger revenue basis, the service was to be extended off of this 
main run to some of the smaller communities in southeastern Alaska. 

We very quickly ran into some problems from the standpoint of 
financing, and as a result of that, we came up with various proposals 
to finance it and tied in with that are these amendments, or this one 
particular amendment, now, of which I am speaking, and that is of the 
Merchant Marine Act. Under title 11 of that act, it is possible to have 
vessels that operate in foreign service receive a construction subsidy, 
roughly in the amount of 45 percent of the construction cost, to foster 
construction within American yards. 

Actually, the service that we propose, between British Columbia 
and Alaska, is foreign service, within the definition of that act, any 
vessel traveling on a run between British Columbia and Alaska would 
be eligible for this construction subsidy; however, as part of our 
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service, we have also fallen in a category termed domestic coastwise 
service the minute that we started to stop at the other ports within 
Alaska; and, as a result of this, and in looking over the act, we see that 
there were certain exemptions, or certain variances to the act that per- 
mitted a limited type of coastwise service on the east coast of the 
United States, if the vessels then went into Far Eastern waters; and 
likewise, there was a limited type of service, coastwise service along 
the west coast of the United States, if the vessel left there and went 
to European ports. 

We felt that we had somewhat of a similar circumstance here 
whereby we were interested in a limited coastwise service in Alaska 
and then going to a foreign country; as a result of that, the proposed 
amendment in S. 1956 was written up and presented to the conference; 
and, of course, we are vitally interested in having such a piece of legis- 
lation passed, because it will enable us to do a major part of our 
financing in a manner that will enable us to create a rate structure to 
operate the system at a high revenue level. 

If we go the other way, we must—on a bonding program, we must 
have a rate structure that in effect might even defeat the idea of the 
system; it would be so high that the users would tend to avoid it, if 
possible; and we are trying to get into a rate field where we can at- 
tract tourists, where intercommunity transportation between the towns 
of southeastern Alaska can be built up on a daily basis, where a carrier 
can transport things that your aircraft simply cant touch. 

The system which we proposed is not in competition with any water 
service presently serving southeastern Alaska. The system as we pro- 
posed it is limited to wheeled vehicles, operating under their own 
power, going onto a ferry, and rolling off; and also to walk-on pas- 
sengers, and to passenger cars. There will be no ordinary cargo 
handled of the type such as an ordinary freighter, or anything like 
that, would carry. 

I think that the next thing I would like to comment on would be a 
letter that Senator Magnuson received from the Secretary of Com- 
merce, I believe. In reading the letter, it appears that Senator Mag- 
nuson addressed an inquiry to the Department to find out what their 

osition would be with relation to S. 1956, and the answer came back 
rom the Secretary of Commerce, a very clear one, that “the Depart- 
ment does not recommend enactment of S. 1956.” 

Now, the reasons set forth in the letter are that under the wording 
of the amendment, the amendment states that for the purpose of this 
section, if the majority of the miles logged by any vessel during a calen- 
dar year are logged in round voyages, from Alaska to British Colum- 
bia, Canada, such vessels shall be deemed to have been operated ex- 
clusively in foreign trade during the year. 

Now, the Secretary goes on to point out that actually what could 
occur under this, seat be that you could take a vessel and operate it 
so that 51 percent of its mileage would be in this particular run; it 
would be classified in foreign trade; and you then could take the vessel, 
and for the remainder of the year, you could operate it coastwise in 
the United States, or you could operate it in almost any trade you 
might want; and because you had logged the majority of its mileage 
on this particular run, of which we are —eeee it would not 
required to pay any of the construction subsidy and would be an unfair 
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competition to domestic carriers who are operating coastwise. Those 
people have to pay full price for their vessels and here you would be 
taking a vessel that you would, let’s say, only have paid 55 percent 
for, and go out and compete with them. 

That is the basis for his objection to the bill as stated in his letter. 
We feel that there is a relatively simple way to clarify the thing, and 
without getting into any details of wording, why, we would propose 
that it merely states that if such vessel, if it is eligible for financing 
under that amendment, if that vessel is used in any other run, then, it 
would require immediate repayment of - construction subsidy. 

To me, that would be an extremely simple way to solve the whole 
problem, because with such an amendment the vessel would have to 
operate in this run; it couldn’t go any place else, otherwise it would 
lose the entire construction subsidy, and be forced to repay it; and I 
believe that that would answer the objection that the Secretary pro- 
poses ; and I think that it is a relatively simple way to handle the whole 
thing. Thus, this construction subsidy is a very, very vital matter, 
to get a rate structure that we can really attract trade with, because 
one of the industries that could bring us immediate economic benefits, 
without any great investment of capital on the part of anyone, would 
be to build up our tourism just as quickly and as fast as we can; and 
this ferry system can do it for us. It can do it not just for south- 
eastern ; it can do it for all of Alaska, and that is our reason why we 
are so vitally interested in S. 1956, and would like to see favorable 
action on it. 

I think that that would conclude what I have to say on S. 1956, and 
if there are any questions concerning our feelings on that, or ques- 
tions about the ferry system, I would be very happy to answer them. 

Senator Bartietr. Mr. Toner, I am wondering if you have had op- 

ortunity to read the statement prepared for this committee by Mr. 
Shave, at Ketchikan ? 

Mr. Toner. No, I have not had opportunity to read it. I haven't 
received it as yet, to be honest with you. 

Senator Bartierr. Then I will not question you further on that. 
He presented a very excellent statement, and he presented many fig- 
ures relating to anticipated revenues, numbers of passengers, and so 
forth. I wanted to determine whether you were in agreement with 
it, but since you haven’t read it, you would not be able to comment. 

Mr. Toner. I would put it this way, that if Mr. Sharp did that, 
it is undoubtedly from the Gilman report. If this committee would 
like copies of that report, we have them and we can provide them, 
but I think that may have been done. The figures undoubtedly 
were from there, and presented to the committee, and I would be in 
agreement with what Mr. Sharp said. 

Senator Barriert. He revised the figures contained in the Govern- 
ment report in the light of further knowledge and present-day cir- 
cumstances. It might be well, if you would care to Ao so, to present 


a copy of that report or two, or three, perhaps; for the use of the 
committee. 

Mr. Toner. Yes, we will be glad to do that. 

Senator Bartterr. You may proceed, then, Mr. Toner, unless the 
members of the staff have questions. 
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Mr. Barron. Mr. Toner, the amendment that you mentioned to 
S. 1956 wouldn’t interfere in any way, I take it, with the limited 
domestic service that you mentioned might be rendered by these 
vessels ? 

Mr. Toner. Are you speaking now of the amendment that I pro- 
posed to the amendment ? 

Mr. Barron. That’s right. The repayment of the subsidy in case 
the vessel was used in other than foreign trade ? 

Mr. Toner. No, it would not, because S. 1956 puts this particular 
service which we desire completely under foreign trade. Now, the— 
my proposal would be also, to add to that, to guarantee that the min- 
ute that that vessel, or any vessel in this service that has received a 
construction subsidy, the minute it was used in any other service, then 
the full construction subsidy would be repayable, right then and there. 
I think that that would answer the objection that the Secretary 
makes, that we might go out and compete unfairly with some other 
company or some other vessel in a domestic run some place. 

Mr. Barton. Thank you, sir. 

Senator Bartierr. Mr. Baynton ? 

Mr. Baynton. Mr. Chairman, to make sure that that is clear, as I 
understand you now, Mr. Toner, your amendment is intended to limit 
this vessel from British Columbia say, or from Seattle, to the Alaska 
route it would normally travel ? 

Mr. Toner. My amendment, S. 1956, would be worded so that the 
vessel could not be used any place other than in that run. 

Mr. Barnton. Without 

Mr. Toner. Without repayment of the construction subsidy. 

Senator Bartierr. Immediate repayment, I believe you said. 

Mr. Toner. Immediate repayment, yes. 

Senator Bartierr. Do you know, of your personal knowledge, if 
there is opposition to this ferry service, from any of those carriers? 

Mr. Toner. Of my own knowledge, no; I do not know of any 
opposition of my own knowledge. 

Senator Bartterr. You may proceed, Mr. Toner. 

Mr. Toner. The next bill that has been introduced is S. 2661, in 
which the Federal Highway-aid Act would be amended to permit 
Federal highway-aid funds to be used for the construction of access 
roads between the upland and these ferry vessels; at present, under 
the highway-aid programs, or the Highway-aid Act, the construction 
between the authorized route, or Federal route, or State route, and the 
vessel itself, the construction of any roads, the construction of an 
landing facilities, the construction of a — to approach such a land. 
ing facility, none of those things were eligible under the present Fed- 
eral Highway Aid Act. 

Again, we are in a problem of financing something and trying to 
get to a decent rate structure; and, because of our particular situation, 
we actually refer to this ferry system as our marine highway. It is 
impossible—I will repeat here—it is just impossible to tie us together 
by roads. We have come up with another solution; we want to use 
a boat for a road. We don’t ask the Federal highway-aid funds to be 
expended on building a vessel. We do say, however, that as much of 
the road as can be built as a road, should be built with highway-aid 
funds; and that is why S. 2661 has been introduced. Under that bill, 
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we would be able to construct the necesary access roads and facilities 
to take a vehicle or a person and transfer them from the land to a 
boat—and that is all that we ask for under this S. 2661. And we are 
vitally interested in the passage of that legislation because it takes 
another considerably large sum of money to build these facilities. I 
believe, roughly, we’re speaking in terms of around $3 million, to 
build the necessary access facilities, if we must pay for them on the 
basis of 100 percent money ; and if we go the other way, we are talking 
in terms of around possibly four or five hundred thousand dollars if 
we go Federal aid funds. 

And since we—as I stated earlier—since we consider this a high- 
way, we want to use as much in the way of highway funds as we can— 
as we possibly can for the necessary transitional structures between the 
upland and the vessel; and we would urge the committee to report fav- 
orably on this; and we certainly would love to see positive action in the 
Senate in an affirmative manner. 

I think that that would cover my statement on S. 2661, and if there 
are any questions on that, I would be very happy to answer those, too. 

Senator Bartuiert. Is it true, Mr. Toner, that most of southeastern 
Alaska is in a Federal reservation ? 

Mr. Toner. I couldn’t give you the exact figures, but I think prob- 
ably about 98 percent of it is. I think it is reasonably close to that. 

Sonaber Barttietr. And is it also true that the public domain areas 
of Alaska, which lie almost altogether away from southeastern Alaska, 
will benefit very considerably, starting next year, by reason of the fact 
that Alaska will be included in the Podaalata highway programs, 
with the possible exception of the interstate highway program ? 

Mr. Toner. Yes, that is true. 

Senator Barttert. Is it also true that unless an arrangement can 
be made, or arrangements, as you have suggested, for help in establish- 
ing a ferry service, that southeastern Alaska will be very largely 
denied the benefit of this accelerated highway program which will go 
only, or principally, to other parts of Alaska ? 

Mr. Toner. That is true, and again, even if we had unlimited funds, 
if we had the entire Federal budget available to us, I doubt that we 
could turn around and build a road between our islands. 

What we need is something that can use the waterways. That is 
why we are here testifying for these two bills. We have to get aid, 
wad there is no possible source of aid other than Maritime Administra- 
tion for the vessels, the Federal Highway-Aid Act for facilities to 
enable us to get from the land to the vessels; and as I say, I wouldn’t 
even want to hazard the remotest guess as to what it is going to cost 
us to build a road from here to Petersburg; or, let’s get down to 
Ketchikan, which is twice as far. It would be a nice project. 

Senator Bartiterr. Money being so tight, and interest rates so high, 
and the state of the Federal Treasury being what it is, do you think 
that it would be practical to build a subway to connect these various 
communities in southeastern Alaska? [Laughter. | 

Mr. Toner. I will qualify my answer; it depends on who you are— 
the contractor or the Ronetaneietl [ Laughter. | 


Senator Bartierr. Mr. Barton? 
Mr. Barton. Mr. Toner has a very good statement. I have no 
questions. 
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Senator Barttetr. He always makes a good statement. 

Mr. Toner. Thank you, Senator. 

Senator Bartterr. Thank you, Mr. Toner. 

And now, we will turn very deftly and adroitly and rapidly to 
S. 2669, on which the first witness will be Senator Elton Engstrom. 

Senator Engstrom, we welcome you. 


STATEMENT OF HON. ELTON E. ENGSTROM, STATE SENATOR FOR 
ALASKA 


Senator Enestrom. Thank you, Senator Bartlett. 

Senator Bartlett, Representative Rivers. My name is Senator El- 
ton E. Engstrom. My box number is 723, Juneau, Alaska. I have 
been in the fish-buying business here in Alaska for the past 30 years. 
At the present time we have operations in Pelican, Sitka, and here in 
Juneau. 

Our production yearly runs some 714 million pounds, which we 
ship all over the United States. About 6 million pounds average of 
this tonnage, is frozen and stored in the three plants—Sitka, Pelican, 
and Juneau. I am talking of our own production. In each of these 
other ports there are other buyers who handle probably not quite 
as much as we do, but maybe half again as much. 

It is quite a job to get our fish to the railheads. We do a lot of 
business through Prince Rupert, primarily because of the cost factor, 
and it is a little bit faster service to Chicago, where the bulk of our 
fish goes. We have used the charter association boats for a great many 
years and find that it is aboslutely imperative that we have this type 
of operation in our business. 

We shipped this past month, or will have shipped this month, over 
a million pounds of fish. These shipments go out in carload lots of 
from 2 to 4 carloads, on order. Each car is somewhere around 40,000 
to 45,000 pounds. 

The present charter boats, if they were coming in as they are now, 
couldn’t handle our tonnage. We have had the Robert Eugene up in 
Alaska for over a month and a half, running steady to Prince Rupert, 
taking fish, not only from us, but from other ports in the district 
down here. 

We have had her into Pelican on the 9th of the month for four- 
car load; we have had her into Sitka on the 19th for four cars; and 
we will have her into Pelican on Saturday for two cars, and then 
she will go over to Sitka on Monday morning and pick up two cars 
more to complete four cars. Now, she will get out of Seattle, but she 
has done a valiant job for us in moving this quantity of fish that we 
have to move on order. I don’t know how, without this service, we 
could remain in business. I know, with the big carrier that is operat- 
ing, it would be impossible, if that was the only means of our trans- 
porting fish. 

We have a minimum of four to five cars going into Rupert—if they 
can put them in their vans now and which they have on deck, and a 
few things like that—but we don’t always have two cars, or four cars, 
or five cars. 

Our business during the beginning of the season, which is in May, 
and runs up until September—we are very busy bringing fish in. At 
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that time, we have to do a lot of overtime work to get out a couple 
of cars to fill orders to keep fish moving, to our customers. It is im- 
perative that we a that fish rolling, especially in a market like 
we now have where Seattle can outsell us by 2 or 3 cents a pound 
below our costs in Alaska. 

Senator Bartlett, I have repeated much that I said 2 years ago, 
but the situation today is no different than it was then. I wish to 
repeat that this service is essential to our continuing operating on the 
scale that we are operating today. 

Senator Bartrierr. Does most or all of your fish go by rail from 
Rupert ? 

enator Enesrrom. Practically all of our fish go via Prince Rupert. 
We ship some loose to Seattle and Los Angeles. 

Senator Bartiert. Why can’t Alaska Steam take care of you? 

Senator Enestrom. I don’t know how they could take care of us, 
Senator, with the tonnage that we are shipping, from the three ports 
where we have fish. If there was any way where Alaska Steam could 
take care of us and take care of Petersburg, Wrangell, and Ketchikan, 
and the whole business, I would be the first one to say that it was 

ossible. I know my own business, and I know that it is impossible 
or them to take care of us, under the present setup and their present 
ships. 

Senator Bartiterr. How many tons of fish in one carload ? 

Senator Enesrrom. 45,000 pounds, Bob. 

Senator Bartrietr. How many pounds of fish does the Alaska 
Steam require for loading before it will put into a port? 

Senator Enestrom. I understand that from the last time that we 
have discussed this, it was a five-car minimum to go into Prince 
Rupert. 

Senator Bartiert. Do you have to move your fish fast for com- 
petitive reasons ? 

Senator Enestrom. Absolutely, Senator. We have to have fish on 
the market, on demand of our customers. 

Senator Bartierr. Do you do any shipping, at all, by Alaska 
Steam ? 

Senator Enestrom. I do very little. I ship mildcure salmon via 
Alaska Steam. 

Senator Bartiett. How do their rates, Alaska Steam’s rates com- 
pare with the charter service ? 

Senator Enastrom. Senator, I have no idea on that, because that is 
all handled at the other end. We are merely commissioned buyers; 
we buy on a commission basis, and handle for principals in the States. 

Senator Bartierr. Which one of these charter boats service comes 
up here and is used by you? 

Senator Enestrom. We use the Ketchikan Merchants’ Charter As- 
sociation here in Juneau, and it has the Vitanic, the Sydney, and some- 
times the Coral Sea and the /celand have been in here. 

Senator Bartietr. Do those ships bring goods from Alaska north- 
bound—from Seattle, rather ? 

Senator Enesrrom. From Seattle, yes; they do, sir. 

Senator Bartiett. And take fish south ? 

Senator Enestrrom. That’s right, sir. 

Senator Bartierr. Thank you, Elton. Any questions, Mr. Rivers? 
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Congressman Rivers. Yes, Mr. Chairman. 

Is this fish in these carloads in bulk, or is it packaged ? 

Senator Enasrrom. Practically all of it, as I said, is packaged. 
We ship some large halibut, 60 to 80 pounds, and over 80 pounds, 
loose, and they are fleshed down in Los Angeles. We have sold some 
to Booth, and they are taking some loose to Seattle. They are all of 
the big-sized fish. 

Congressman Rtvers. Did you use the word “fleshed” ? 

Senator Enasrrom. Fleshed, yes. 

Congressman Rivers. Do these boats haul much in bulk for you? 

Senator Enesrrom. Well, they haul what we do ship. 

Congressman Rivers. I see, and then, are the rates reasonable? 

Senator Enastrrom. Are the what? 

Congressman Rivers. Are the rates reasonable—are the freight 
rates reasonable? 

Senator Enestrom. We share in the cost of the trip, and whatever 
it is, our companies pay whatever the assessment is. 

Congressman Rivers. Does the Alaska Steam stop at Prince 
Rupert ? 

deristot Enestrom. I don’t think that they have stopped at Rupert 
for several years; that is only asurmise. I believe when they had en 
Lucidor and the Palisana there, several years ago, they did sto 
Prince Rupert. I don’t think they have made any calls at Prince 
Rupert now for several years. 

Seantor Bartierr. Any further questions f 

Mr. Barron. You say that you’re a commission buyer. How are 
the transportation arrangements made with the Charter Association ? 

Senator Enastrom. What is that? 

Mr. Barron. I believe you stated you are a commission buyer; 
is that right? 

Senator Enestrrom. That is right. 

Mr. Barton. How are the arrangements made for transportation? 
How do you pay for it? Who makes the arrangements to pay for it? 

Senator Enestrom. I don’t pay for it at all. It is paid thro 
- companies as they get the fish, they pay all the frewht and | Ee 
charges. 

Mr. Barton. Well, please explain to me, sir, do you buy for the 
companies ? 

Senator Enestrom. Yes. I am on a commission basis, just like 
you buy a stock of grain or something that you buy on commission. 
It has ‘nothing to do with the storage charges on the fish, or the 
freight, but it does apply to all labor on that fish and it does apply 
for the containers that we put the fish in. That is the commission that 
I get. 

Fimceeliibie Rivers. I see. And the members of the Ketchikan 
Charter Merchants Association then pay for prorata for the use of 
the vessel ? 

Senator Enestrom. That is what I understand, sir. 

Mr. Barron. That is all. 

Senator Barrierr. Thank you, Elton. 

Senator Enestrom. Thank you, Gentlemen. 

Senator BartLterr. Our next witness is Marshall Erwin. 
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STATEMENT OF MARSHALL ERWIN, OF JUNEAU, ALASKA 


Mr. Erwin. Senator Bartlett, Congressman Rivers, members of the 
committee, and gentlemen, my name is Marshall Erwin, address box 
662, Juneau, Alaska. I am in the retail grocery business. I have 
been in that business for over 22 years. I formerly worked in the 
mine and coming from that and starting in the grocery business, 22 
years ago. 

We have probably worked as much with the charter boats as any- 
body in southeastern Alaska, having had an experience of over 12 
years. It has been necessary for us to use the service of these boats 
for that time to get our—to provide a service that we felt was neces- 
sary to the operation of our business. 

I want to ask for an extension of this Public Law 85-739, allowing 
for the charter boats to operate until we can get on another service 
to complete, along with the one that now exists, which we feel would 
be adequate to our needs. 

This is a big area, and the needs of our new State in water trans- 
portation are very important. Southeastern Alaska is being inade- 
quately served by one existing carrier. It is true they give. ; Juneau 
and some of the larger towns weekly service; some of them don’t get 
that. But even a weekly service, we do not feel is adequate for our 
needs, and we are willing to spend our money, and go to tremendous 
amount of expense and trouble to provide an additional service into 
Juneau, and into the other towns that we—that our boat calls upon. 

Now, I don’t want to confuse you by representing that we ship most 
of our stuff on these charter boats. I don’t. I ship most of my stuff 
on the Alaska Steamship Co., or at least, half of it; but we do not 
feel that we—if we shipped all of our stuff, or cargo, on this one line, 
that there—that it would be adequate to our ‘needs. 

And, another thing, that I want to impress upon this committee, is 
that this charter association, which is, or was recently incorporated, 
last month in fact, is a temporary thing, existing, so far as I am con- 
cerned, and I am sure as far as the other members of the corporation 
are concerned, that it is only existing until we get adequate service 
into this country. I am not interested in getting into the steamship 
business, or into the boat business; I am interested in running a gro- 
cery store. But we have found it necessary, because the service was 
not adequate. Our little cooperative boat service does not haul 
freight for hire. It is used solely by its members. It calls at Juneau, 
Ketchikan, Wrangell, Banks Island, Tokeen, Klawock, Craig, Met- 
lakatla, Tangass Harbor, and Yes Bay. 

We started my business, and my store, and several others started 
12 years ago, chartering small boats—not the Ketchikan Merchants 
Association, but a different group of boats, the Robert Eugene and 
some other boats that we had, at that time. 

And the reason that we did that was because we did not like the 
service that we were receiving from the one existing carrier at that 
time. Since that time, and since our boats have been in operation, 
most particularly since the Ketchikan Merchants Charter Association 
has been in operation, this service has been very much improved. In 
the last 2 years, it has been especially improved. 
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But we do not believe that if our charter company went out of 
existence, and was forced to disband, that that service would con- 
tinue. I do not—I believe that the human factor would prevent it. I 
do not believe, if I owned the only grocery store in Juneau, that my 
service would continue as good as it is now, either. And I think that 
all of you men will agree with us. “ink 

Previous to the existence of our charter boats, the one existing car- 
rier was on an irregular schedule. It called here once a week, usually, 
but it didn’t keep a regular schedule. If it was convenient for a can- 
nery dock, or some other place, to cause them to reverse the order of 
their operation, they would do so, and we would be setting there with 
a highly perishable cargo on board, and it would arrive 4 days’ late, 
while we were waiting for the stuff to come in, nothing to sell in our 
stores of that nature and, a few days later, we would get another 
shipment from another boat and it came in and pile on top of it, and 
then we would have an oversupply; and such things as that is what 
prompted the creation of these little boats. é 

If it was inconvenient—and it was often inconvenient to bring 
everything that we had ordered—they would leave it behind and then 
let another boat pick it up a week or so later. Now, in the grocery 
business, that is very inconvenient, especially when you are handling 
perishable stuff—and especially when you are handling fresh milk, 
needed by people to—for their children and for their families. The 
one lone dairy here does not suffice for our needs. It is true, now, we 
can get fresh milk on the one existing carrier. I do not believe that it 
would be continued to be carried if the services of our boats went out 
of operation, because I think that they are probably handling it at a 
loss, the way it is being handled, and I think that it is very inconve- 
nient. They have repeatedly told me so. 

We have had the greatest difficulty in getting claims from the one 
existing carrier previous to the operation, that we now have, of our 
small boats. If they were either refused, or made so difficult that it 
was not worth getting them after they were—the trouble of going 
to get the claims, that we would apply for them. Because the trouble 
was worth more than the claim itself, in many cases. That is not 
true now. The last 2 years, we can get any claim in a matter of 
minutes, or days, plus 10 percent, in many cases, but I do not believe 
that that would exist, if there was not any other carrier coming into 
this area. 

Now, I want—and I am not trying to attack that company; I am 
saying that it is just a human quality of such things, of one single 
monopoly like that that would exist if our boats, and the small boats 
in this area, were to cease operations. 

I believe that it is a human thing for such things as that to come 
about. I am not attacking that company, because I would support 
that company just as quickly as I would support our little boats, 
because we most assuredly don’t want to lose this Alaska Steamship 
Co., or any other carrier coming in here. We need all of the services 
into southeastern Alaska, and all of Alaska, to develop this State. We 
don’t have anywhere near enough service. Certainly, we are not try- 
ing to lose any. 

But, if we fone the service which we are providing, we don’t think 
that we will have the things which now exist, and that they are trying 
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so desperately to provide, in order to show that the—our little charter 
boats are unnecessary. 

I believe that the assertion that has been made about our boats of 
being an unfair practice by not coming up to Coast Guard inspection, 
and not to the equal that a ship has to, to ship, over 150 gross tons 
has to meet with, Coast Guard regulations, to come into—to be as a 
common carrier, I believe that charge that we are unfair is not true. 
I believe a condition which would force merchants and business people 
living in the country, to go out of their way and form an unprofitable, 
nonprofit line of boats to haul their own goods i nhere, is not unfair, 
no matter what the circumstances might be, especially when the com- 
pany that—the common carrier has seen fit to lower some of their rates 
in the last year. Now, they have changed the rate on quite a few 
items that I use, paper goods; they have changed the rates on a case 
of toilet paper from something over $5 down to 77 cents—they have 
changed the rate of it. It was, from coming cubic, they changed it 
to a weight basis, and it made that much difference in our rate into 
Juneau. They have changed the rate on eggs, from something around 
10 cents—and I am talking about wharfage and handling included in 
the ocean freight—which used to cost us around 10 cents a dozen, now 
costs something less than 4 cents a dozen; and if our little boat lines 
were hurting those companies—this company, seriously, financially, 
I don’t believe they would be lowering the rates on these items. 

These companies—this company, I understand, is given the privilege 
of getting these — for something around a dollar a year, made 
available to them, which is not made available to our boats. We have 
to go out and charter them by the month, or by the day, at a high 
rate—it is terribly expensive to get, and procure boats; they are hard 
to find, and it is hard to furnish them, and we have to pay a full 
price. We get nothing from anybody, in the way of a subsidy or any- 
thing, and to furnish our own goods up here, and it is not cheap, and 
certainly it is not an economy measure that we use to justify the 
existence of this small-boat operation. It is the service that we want ; 
actually, it costs us more than it would be cheaper for us to ship 
on a common carrier, than it does now, but we feel that it is justified, 
because we need this service, and I can assure you that it will only 
go until such time as there is some other service comes into this 
community. 

Now, why there isn’t another steamship company serving south- 
eastern Alaska, I don’t know. 

I do know that there have been a number of them, and they have 
gone out of business, presumably because it was uneconomic to operate. 
I believe that the last time that one went out of business, it was pur- 
chased by the existing carrier, which reduced it down to one. The 
other line—some years ago, we had three steamship companies coming 
into Juneau, and presumably the other—the first one went out of 
business because it was unprofitable; the second one went out, it was 
purchased by the other one and a merger—some sort of a merger was 
made. I don’t know the details of that. 

But I do know that we do not have a good enough service. One 
service a week is not adequate to a country like this, not if it can be 
provided morethan that. And one only company serving a community 
is not adequate. I do not believe that it would be good business for 
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the United States to be served by one political party. I think that you 
gentlemen will agree with that. We have a shining example across 
the Pacific Ocean over here of that now. It should be more efficient for 
one political party to serve the United States than it would be for two, 
because they could cut a lot of costs, and they could effect a bunch of 
economies that should be practicable; but the human element enters 
into that, and it isn’t practicable. 

And dictatorships are not in the best interests of the people, and 
for that reason, I belisve that monopolies are not in the best interests 
of the people, either. And I do not believe that our Government will 
permit this large “country” newly started, and organized into a State, 
to be at the mercy of a monopoly in the steamship business; and I am 
not attacking that company; I am not—don’t mean anything mean; 
I just mean the plain facts that I don’t believe that it would good 
business for any company to have a monopoly on the steamship busi- 
ness serving this country. It just isn’t commonsense; and certainly, 
it would not be to the best interests of the people here. 

And I certainly implore you men, and our Government, to allow 
this extension of our little boat company to run to be extended until 
such time as someone will create another service into this country, 
and help give us an adequate and competitive—and I emphasize the 
word “competitive”—service. 

Alaska is rapidly expanding, and in just a very few years there 
will be a big change in the economy. We are going to have pulp mills 
here, we are going to have power developments in this country, pos- 
sibly many types of mining will be opened up; many natural resources 
will be developed. It will bring tens of thousands of people into this 
country ; and in such time, it will bring an economic opportunity for 
adequate service. 

That is all that I have to say. I thank you, gentlemen. 

Senator Bartierr. Mr. Erwin, did you say that you ship half or 
more of your goods by Alaska Steam ? 

Mr. Erwin. I do. 

Senator Barruerr. Do you do that because the charter rates are 
a bit higher ? 

Mr. Erwin. Well, I do it because it is a better service in a propor- 
tion of our goods. We ship some of our perishables and things of that 
nature, if we want quick service, and some of it is better suited to the 
small boats and some of it is better suited to the ships. We divide it 
up. 

Senator Barrierr. Which type of goods is best, is better suited to 
each class of service? 

Mr. Erwin. We ship nearly all of our perishables on the small 
boats. 

Senator Bartterr. Why ? 

Mr. Erwin. I ship some fresh meat on the van which the Alaska 
Steamship Co. is providing; and I say, in all truthfulness, that that 
service of fresh meat is not too satisfactory, as I have found, because 
it doesn’t arrive in a good enough condition. We have had c!aims 
on it for the last 2 or 3 weeks, we have had some bad claims, and 
serious losses on that. The claims have been paid for, but it is not 
a satisfactory arrangement. We get better service, and better han- 
dling, on the small boats, for perishable items. We ship all of our 
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fresh milk on them—I mean all of it we ship from out of State; 
we get about half of our milk locally. 

Senator Barrierr. Mr. Rivers? 

Congressman Rivers. No questions. 

Mr. Barron. Mr. Erwin, do you have any comparisons on the 
cost of shipping by Alaska Steam and the charter association ? 

Mr. Erwin. It is not any cheaper to ship on the charter association 
than it is on Alaska Steams; I am sure that it costs as much, if not 
more, to ship on it than it does the other. It costs us a lot—we have 
had to engage in financing and things of that sort that are quite 
expensive to us; we don’t know how expensive they are going to be; 
they might. materialize and be quite expensive. 

Mr. Barron. In other words, you consider the convenience and 
flexibility worth it? 

Mr. Erwin. That is correct. 

Senator Barrierr. Are you a member of the Ketchikan As- 
sociation ¢ 

Mr. Erwin. I am a member, and an officer of the corporation. 

Senator Bartietr. The corporation was started last month? 

Mr. Erwin. The corporation was started last month, and I am one 
of the officers. 

Senator Bartterr. Thank you, Mr. Erwin. 

Mr. Irving Hoage. 


STATEMENT OF IRVING HOAGE, EXECUTIVE VICE PRESIDENT, 
KETCHIKAN MERCHANTS COOPERATIVE ASSOCIATION, SEATTLE, 
WASH. 


Mr. Hoace. My name is Irving Hoage (spelling) H-o-a-g-e. My 
address is 11012 27th Avenue NE., Seattle, Wash. 

Senator Bartlett, Representative Rivers, members of the commit- 
tee: I would request permission to file a written statement, at a 
later date, and also request permission to file individual statements 
from other members of the Ketchikan Merchants’ Cooperative Associ- 
ation at a later date, because they have not arrived in Juneau at this 
time. 

Senator Barrierr. Granted, with the understanding that those 
statements will be in Mr. Barton’s hands within a month. Mr. Hoage, 
permit me to ask you, in what capacity are you appearing here? 

Mr. Hoaae. I am appearing as executive vice president of the newly 
formed Ketchikan Merchants Cooperative Association, Inc. I form- 
erly was the agent of Ketchikan Merchants’ Charter Association. 

If you will poem me to read the letter from the captain of the 
port, pier 39, Seattle, Wash., of the U.S. Coast Guard, file A17-9, 
date October 12, 1959. 


Mr. I. A. Hoaae, 
Munager, Ketchikan Merchants Charters Association, 
Seattle, Wash. 

DearR Mr. Hoace: I am pleased to report that an inspection of your facility on 
October 5, 1959, by inspectors from this office showed that there were no ap- 
parent violations of Federal laws related to the safety of vessels and water- 
front facilities. It is gratifying to note the safety consciousness that exists on 
your facility. You are to be complimented for your fine work along the lines 
of establishing safe practices. 
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We are looking forward to the next inspection of your facility. 
A copy of this report is being forwarded to the Seattle Fire Department. 
Sincerely yours, 
E. A. CoFFIn, Jr., 
Captain, USCG, Captain of the Port, Seattle, Wash. 

Senator Bartierr. Will you. permit a question, right there? 

Mr. Hoage. Yes, sir. 

Senator Barrierr. Does this relate to your terminal facilities only, 
or to your terminal facilities and your ship ? 

Mr. Hoace. I believe that this pertains to the terminal facilities 
only, that they did say vessels, but I don’t believe that there was a 
vessel there at that time. 

I have copies of this letter if it would be received into the record. 

Senator Bartrierr. One will do it. 

Mr. Hoace. I will furnish a written statement later, and I appre- 
ciate the opportunity. 

(Written statement of Mr. Hoage and possibly others to be fur- 
nished by Mr. Hoage within a month to Mr. Barton, for the record.) 

Senator Bartrierr. Do you have any further statement? 

_ Mr. Hoace. Nothing further at this time. 

Senator Barrierr. May I ask you a question or two? 

Mr. Hoaae. Yes, sir. 

Senator Barrierr. Is my memory correct in recalling that when 
this legislation was originally passed, the Congress was informed that 
it would provide ample time for those engaged in this charter opera- 
tion to comply with all the regulations of the Coast Guard ? 

Mr. Hoage. It was thought that certain regulations could be com- 
piled with; however, upon submission of certain vessels to the Coast 
Guard, to determine what would be required, in order to comply with 
the regulations, it was proven to the satisfaction of interested parties 
that it would be uneconomical to alter the vessels to comply with 
regulations. 

refer specifically to a letter from our Washington attorney to the 
Honorable Edward A. Garmatz, chairman of Subcommittee on Coast 
Guard, Coast and Geodetic Survey and Navigation, Committee on 
Merchant Marine and Fisheries, room 210, House Office Building, 
Weaning, D.C., under date of April 10, 1958, for some three pages 
Oo — 

Senator Bartiterr. Would you please summarize, without reading 
that entire letter ? 

Mr. Hoage. Well, if you will permit me, I will pick out the perti- 
nent paragraph; I believe I have the one here, on page 2 of the letter, 
and I quote: 

In order to give the committee some idea of the cost of performing the modi- 
fications required by the Coast Guard, the owner of the Ruth Ann, Southeast 
Alaska Marine Transport Co., obtained an estimate from the most respected 
marine surveyor in Seattle, the firm of MeGinitie & McDonald, which firm has 
been employed by almost every American-flag steamship company operating from 
the west coast. It is the opinion of this independent marine engineering firm 
that the cost of modification on the Ruth Ann would be $27,623 and that such 
cost would appear to make the operation of this vessel prohibitive in her present 
trade. This report is attached hereto as exhibit B. 


If the increase in crew space required for Coast Guard inspection is obtained 
by extension of the deckhouse, with construction of a new wheelhouse atop the 
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present deck structure being operationally undesirable, the cargo capacity of the 
Ruth Ann would be decreased by 10 percent. Unfortunately, the space which 
would be eliminated would be the cold storage or cool room cargo space in which 
is transported the higher revenue cargo. The loss of this space alone would 
probably result in the forced discontinuance of the operation of these small 
boats, which is presently marginal. 

I also attach as exhibit C a letter dated April 2, 1958, from the Commandant, 
U.S. Coast Guard, to the undersigned, indicating the problems which must be 
overcome to place the other vessels operated by KMCA under inspection. The 
Commandant’s letter indicates that the Vitanic could not meet inspection require- 
ments without rebuilding the entire vessel. It is also clear that the items set 
forth on the Jceland and the Coral Sea are preliminary and that additional 
items may be required after drydock examination. On the basis of our experi- 
ence obtained in comparing the Coast Guard’s preliminary statement with 
respect to the Ruth Ann, as set forth in the Coast Guard’s letter of August 8, 
1957, with the actual requirements imposed by the Coast Guard after formal 
submission of the Ruth Ann for inspection, we must conclude that the modifica- 
tion shown as required for the Iceland and the Coral Sea is substantially 
understated. We understand that the original field reports which were sub- 
mitted to the Coast Guard in Washington contained items in addition to those 
herein set forth but were eliminated with the thought that possibly this work 
would not have to be done. 


I believe that is sufficient. 

Senator Bartietrr. Mr. Hoage, would you care to submit that letter 
for the record ? 

Mr. Hoaae. Yes; I could submit it for the record. I can obtain 
additional copies. 

Senator Bartierr. Now, I would like to ask you this: How large 
is the crew of the Ruth Ann now? 

Mr. Hoags. The crew on our boats are four in number. 

Senator Bartuerr. If all provisions of law applying to other ves- 
sels were complied with, how many men would you have to have? 

Mr. Hoage. Eleven. 

Senator Bartierr. What is the more important cost factor, the 
a ig changes made in the vessel, or the additional crew charges? 

r. Hoace. Not so much the additional crew charges, but the loss 
of cargo carrying capacity by the increased quarters space required. 

Senator Bartterr. Do you know if there are any other exemptions 
of this character, for any other vessels in the U.S. coastwise trade? 

Mr. Hoace. Not in the coastwise trade, but under charter provisions 
where a single person chartering a vessel can charter and operate 
vessels up to 200 gross tons with a crew of four. 

Senator Barrietrr. Well, let me get this straight: let’s say this 
charter service were discontinued tomorrow. Then Marshall Erwin, 
for example, if he had enough business in his store, could charter a 
vessel for his own exclusive use, without meeting any of the Coast 
Guard requirements. 

Mr. Hoace. That’s right, sir. 

Senator Bartierr. It has been said, repeatedly, in the past, Mr. 
Hoage, and doubtless will be said again, that this provides most un- 
fair competition to Alaska Steam; that Alaska Steam does have to 
meet all the regulations that apply under general law to ships, and that 
it is an economic disadvantage in the kind of competition offered by 
these charter vessels. Do you desire to make any comment relating 
to that. 

Mr. Hoacg. I believe that the record will speak, as it has been pre- 
sented in Ketchikan, and in Juneau, as to the individual shipper needs 
for continuing a service such as this. 
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Senator Bartierr. Well, that’s true, but still there’s-——— 

Mr. Hoace. From Ketchikan, in defiance of the charge of unfair 
competition, it certainly, to my way of thinking, if I am regulated in 
the type of business that I am going to be conducting by the laws of 
the United States, of the Government of the United States, that will 
throttle me to the point where I cannot serve the general public, I 
think that I would get out of it. 

Senator Bartierr. Well, let me present another factor to you: we 
know that this original bill didn’t go through Congress with a chorus 
of hurrahs and hoorays that were able to pass this bill, but on the 
other hand, very considerable opposition was voiced to it; and this 
opposition, I should say, came more from those who feared a relaxa- 
tion in safety requirements, than from any other group. They said, 
“Why, if we enacted general laws to preserve the safety of vessels to 
protect life, why should we make on a continuing basis, or for any 

eriod at all, for that matter, this complete exemption? There can 
be no need in economic service that will match the need for safety, 
insofar as the Government is able to achieve it.” Now, that is going to 
have to be overcome again; and since there was no direct statement 
on that in Ketchikan, and since I do not recall a direct statement on it 
here ne I would be very pleased to have you discuss that par- 
ticular subject because I think it is of vital importance in the forth- 
coming consideration of continued exemption. 

Mr. Hoaer. Well, the safety of vessels is concerned in the operation, 
I believe the charter vessels that I have been connected with have an 
excellent safety record, in the fact they have completed more than 
500 round voyages between Seattle and southeastern Alaska with 
only one loss of vessel, and no loss of life or injury to the crew. 

enator Bartiterr. Over what period ? 

Mr. Hoace. Over the period of—I have been associated for 6 years, 
and the operation has been going a total of 7, I believe. 

Senator Barrierr. Do you say to the committee that these vessels 
are operated safely regardless of whatever the law might state on a 
particular point? 

Mr. Hoaae. I believe they are safely operated, yes. The record of 
their performance would speak for that. 

Senator Bartierr. Thank you, Mr. Hoage. 

Congressman Rivers? 

Congressman Rivers. No questions. 

Senator Bartierr. Mr. Barton? 

Mr. Barton. I would like to know how these voyages are arranged 
and financed; what you do, and what the members do, and so on? 

Mr. Hoace. Well in the past, the membership has appointed an 
agent to charter a vessel in their behalf. 

Mr. Barton. You? 

Mr. Hoace. That has been me, and under the new setup of the in- 
corporation, continues much the same manner. 

The members contribute proportionately to the charter hire of 
the vessel, and the longshore costs of loading and discharging, crew- 
ing, supplying of food, and any supplies and any repairs incidental to 
a voyage. 

Presently, the board of directors determine an apportionment of 
cost to be used as a yardstick on a particular voyage and then an 
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mene or a rebate will be determined at the end of an operating 
period. 

Mr. Barron. Have there been any charges that you are operating 
as a common carrier service ¢ 

Mr. Hoaae. There have been charges, yes. 

Mr. Barton. What was the upshot of these charges ? 

Mr. Hoaag. I would prefer Mr. Ireland, who will speak following 
me, to discuss those in more detail. 

Mr. Barton. Thank you. 

Senator Bartierr. Why was the corporation formed ? 

Mr. Hoace. To join together the merchants in a unit as encouraged 
under the State law favoring cooperative associations, to conduct the 
affairs and thereby limit their individual personal liability. 

Senator Bartietr. The laws of which State ? 

Mr. Hoaer. The State of Alaska. 

Senator Barttert. Is stock issued ? 

Mr. Hoags. No stock is issued. 

Senator Bartierr. Thank you, Mr. Hoage. 

Mr. Ireland. 


STATEMENT OF DONALD W. IRELAND, ESQ., OF SEATTLE, WASH. 


Mr. IreLanp. Senator Bartlett, Senators, members of the committee, 
my name is Donald W. Ireland, I am an attorney, and my office is 
at 1111 Northern Life Tower, Seattle, Wash. For the record, I be- 
lieve that the committee has asked for a copy of the Senate joint 
memorial to Congress, and I would like to make this a part of the 
record at the present time. 

Senator Barrierr. Thank you. It will be received for the record. 

(Joint memorial follows :) 


SENATE JOINT MEMORIAL No. 22 


IN THE LEGISLATURE OF THE STATE OF ALASKA 


FIRST LEGISLATURE—FIRST SESSION 
IN THE SENATE 
(By Senators Bradshaw, Smith, Stewart, Peratrovich, and Nolan) 


To the Honorable Dwight D. Eisenhower, President of the United States; the 
Honorable Richard Nixon, President of the Senate; the Honorable Sam 
Rayburn, Speaker of the House of Representatives; the Honorable HB. L. 
Bartlett and the Honorable Ernest Gruening, Senators from Alaska; and 
the Honorable Ralph J. Rivers, Representative from Alaska : 

Your memorialist, the Legislature of the State of Alaska in first legislature, 
first session assembled respectfully submits that : 

Whereas Public Law 85-739 as passed in August 1958, allows certain small 
vessels to transport merchandise to and from places within the inland waters 
of southeastern Alaska and Prince Rupert, British Columbia ; 

Whereas the vessels authorized by this law are operated by cooperatives and 
transport the merchandise of members on a nonprofit basis ; and 

Whereas the large, scheduled vessels serving southeastern Alaska cannot 
economically and expeditiously provide service between small fishing villages 
and the larger commercial and processing centers of southeastern Alaska; and 

Whereas considering the numerous and diverse waterways of southeastern 
Alaska and the dependence of the area on the fishing industry it can be seen 
that the operation of such small vessels is essential to the total economy of 
that part of the State; and 
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Whereas the present Federal law authorizes the use of such small vessels 
only until March 15, 1960; and 

Whereas this time limitation leaves the operators of such vessels in doubt as 
to the status of their activities, and has a depressive effect on that part of the 
Alaskan economy that is dependent on inexpensive and effective transportation 
between the inland ports: Now, therefore 

Your memorialist urges, That all necessary action be taken to encourage, 
pass, and approve Federal legislation to extend the limits of Public Law 85-739 
for 4 years beyond March 15, 1960. 

Mr. Inetanp. And I would also like to introduce for the record at 
this time, a certificate of incorporation of the Ketchikan Merchants 
Cooperative Association, Inc. 

Senator Bartierr. Accepted. 


STATE OF ALASKA DEPARTMENT OF COMMERCE, JUNEAU 
CERTIFICATE OF INCORPORATION 


The undersigned, as commissioner of commerce for the State of Alaska, 
hereby certifies that duplicate originals of the articles of incorporation of 
Ketchikan Merchants Cooperative Association, Inc., a cooperative corporation, 
duly signed and verified pursuant to the provisions of the Alaska Cooperative 
Corporation Act, chapter 107, SLA 1959, have been received in this office and 
are found to conform to law. 

Accordingly, the undersigned as such commissioner of commerce and by virtue 
of the authority vested in him by law hereby issues this certificate of incorpora- 
tion of Ketchikan Merchants Cooperative Association, Inc., and attaches hereto 
a duplicate original of the articles of incorporation. 

In testimony whereof I have hereunto set my hand at Juneau, the capital, 
this 14th day of September, 1959. 

A. H. Romick, 
Commissioner of Commerce. 

Mr. Irevanp. The members of the present cooperative associa- 
tion and the former KMCA operation are again before Congress ask- 
ing for an extension of this legislation. Originally, 2 years ago, 
more than 2 years ago, these, many of these same members, asked 
Congress for the orignal enactment of this exemption. At that time, 
no term of the legislation was anticipated or requested. It wassimply 
that it was a need for an exemption to clarify a situation until such 
time as the economic developments of the then Territory might per- 
mit a new competing common carrier service. 

The actual time limitation upon this legislation was imposed upon 
the bill after it was again back in Washington, and urged for passage. 

We again asked for an extension of this legislation; we would be 
willing to do it with four, but for all actuarial purposes, unlimited 
extension would be really required, and necessary, to determine the 
economic development of this new State to determine its own future. 

The members of this cooperative are in need of more than one way 
in which to receive their goods, wares and merchandise. They are 
as one of the opinion, based upon experience after experience, only 
a few of which have been able to have been cited to this committee, 
that they cannot rely solely upon one common carrier. 

If this cooperative were not in being, they would be subject to a 
complete monopoly of water transportation to and from the con- 
tinental United States. The historical development of these United 
States is based upon free enterprise, and not upon monopoly. It has 
been the policy of these United States to discourage, break up and 
scatter to the four winds monopolies and trusts. 
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We do believe that the Congress of the United States should not 
lend its heavy hand to the scheme of any citizen, firm or corporation 
of a State to create, maintain or further propagate for itself a 
monopoly, and thus attempt to throttle ae regiment its citizens, 
or those of a foreign, sovereign state. 

The day may come when we shall not be free, and it may be that 
someday we may be regimented and monopolized, but so long as these 
United States and its citizens are a free people, we feel that we are 
entitled to band ourselves together for a common, legal purpose, to 
assist in the operation of our own general business enterprises. 

In the time of our grandfathers, it was their individual enterprise 
and initiative which guided their sailing vessels to the various ports 
among our States and foreign nations, and all of this was free of 
any regulations by any Government agency, such as the Coast Guard, 
Federal Maritime Board, or the Interstate Commerce Commission. 

While the means of transportation have been recognized, we protest 
and fight those who seek to mechanize the U.S. citizen, in thought 
and in process, as dictated by any monopoly or trust of a business 
or by any Federal agencies, acting independently, or in concert. 

That concludes my statement. 

Senator Barrterr. Mr. Ireland, you spoke out in favor of an un- 
limited extension, and as you spoke those words, it occurred to me 
that for years, longer than the memory of the ordinary man could 
recall, I have been the author each year of a bill to permit Canadian 
ships to carry passengers between Alaska ports and southeastern 
Alaska. 

Occasionally, the suggestion has been made, perhaps or even prob- 
ably by me, that since there seems no way to forecast that American 
passenger service will be restored, that it will be preferable to extend 
this law for a period of years; yet this would bring forth the deter- 
mined, and probably effective, opposition of the entire maritime 
industry, whether or not it was concerned with the Alaska trade. 

Would you be willing to agree with me that it would be just about 
as difficult to get an unlimited extension of the bill that we are now 
discussing as it would the Canadian shipping bill to which I have 
just referred ? 

Mr. Iretanp. Yes, Senator. If I may go a little further, however, 
I wish to clarify at this time, however, that this cooperative is not 
seeking or setting itself up as a permanent means of operation to 
operate as a carrier, private, contract or common, to the southeastern 
area. It is simply, as has been stressed before, a temporary and filling 
measure until another private industry, private individual, or the 
merchants themselves supply the service which is so desperately 
needed. 

Senator Barrier. Mr. Ireland, would you care to delve a bit fur- 
ther into the proposition that was spoken about briefly by Mr. Hoage 
in response to a question by—put by Mr. Barton, that is to say that 
the charge made against your group that operations were being car- 
ried forward in common carrier capacity ? 

Mr. Irevanp. That was when it was in the form of the Ketchikan 
Merchants Charter Association, under the active agency of one Capt. 
Nels P. Thompson. The charges were levied in, I believe, 1955; possi- 
bly 1956. During that time, and as was so ably stated by the Honor- 
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able John Bowen, Judge of the Western Division of the—Western 
District of the Western Division of the Federal Court. Captain 
Thompson was all things to all persons. He was not only the agent of 
the merchants who chartered the vessel; he was also an officer of the 
Southeast Alaska Transport Co., who subchartered the vessel from the 
original vessel owners, the Rainier Boat Co.; and where he had some 
kind of an implied interest as an officer or agent; thus Captain 
Thompson was an agent or an oflicer in representing all of the parties 
interested. 

At the present time, the Sidney is a private ship owned by an indi- 
vidual whose name escapes me right now. The Coral Sea is solely 
owned by Coral Sea Boat Co. The Jceland is owned by the Iceland 
Boat Co., and the Vitanic is owned by the Rainier Boat Co. 

It is irrefutable that Mr. Irving A. Hoage, who represents KMCA, 
has no interest, is not an officer, nor any agent, for any of these boat 
companies, and in fact, the way he fights with them, he could not 
be representing their interests at all, on the argument of maintenance 
and upkeep, what it constitutes, and what is a capital improvement, 
and het is an ordinary maintenance feature for an operation of the 
vessel. 

Senator Barrierr. Mr. Ireland, permit me, if you will, to be argu- 
mentative with you, for the purpose of soliciting information—natu- 
rally, I take both sides on this here, because I am present in almost a 
judicial capacity—I don’t know which district I represent, but I be- 
aie that your prepared statement said that Congress should not lay 
a, or its heavy hand upon an operation of this kind, and should not 
make any contribution that would foster monopoly. 

I can believe that a person on the other side of this issue might say, 
“Well, Congress has done, or is doing, no such thing; that there is no 
Government enforced monopoly in the Alaska maritime trade; the 
ICC isn’t in charge; no certificates of necessity and convenience are 
required; and anyone who wants to can start a shipping service to 
Alaska. The Federal Maritime Board doesn’t conduct a prior hearing, 
or anything of that nature, and you have a ship and a desire, and the 
capital funds, and away you go.” 

On the other hand, in this situation, the Congress has given special 
benefits, privileges and prerogatives to those of the charter association, 
by exempting them from the laws which apply to any other vessel op- 
erators in the whole wide United States of America. 

Perhaps you would like to comment upon that ? 

Mr. Irevanpn. Yes, if I could remember it all. 

Senator Barrierr. Who could? 

Mr. IreLanp. First, let us consider the language of the statute it- 
self. The exact date of the enactment is—escapes me, although I 
know that your able counsel could supply that—but the point is not 
the exact date; the point is the archaic language contained and still 
maintained in the original enactment of that statute regarding regu- 
lations. 

The regulations have been changed, from time to time, but the orig- 
inal perpen the original dangers aimed at to be eliminated by that 
statute have long since disappeared. We are considering vessels 
now which are operated on diesel oil, not on the napthalene flakes, 
which was the principal danger at the time of the enactment; and 
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consider, further, as far as—is this a special exemption ?’—the fishing 
vessels, also, are not exempt, and those far outnumber any vessels 
on. the run for carriage of goods, wares, and merchandise for later 
merchandising. 

Senator Bartterr. Are exempt, or not exempt, you say ? 

Mr. Ire.anp. Are exempt from regulations. And, those fishing 
vessels vastly populate the waters, above and below, for their own 
safety regulations; since they do not endanger the general public at 
large, they are allowed to run as they will, whether there is one per- 
son aboard it, sober or not. 

With the present vessels, we would take boardings at any time, 
and that they are run safely; and the only thing which might cause 
a grounding, is that beyond human control, the tides, the winds, and 
the weather. 

Senator Bartierr. Thank you, Mr. Ireland. Are there any ques- 
tions ? 

Mr. Barton. Mr, Chairman, I think it would be interesting if Mr. 
Ireland could tell us a little bit more about his lawsuit; who brought 
the lawsuit, what the issue was, what the trial court held, and so 
on. 
Mr. Iretanp. The lawsuit was brought by the U.S. Government and 
named as respondent the Ketchikan Merchants Charter Association, 
the Southeast Alaska Marine Transport Co., an Alaskan corpora- 
tion, and the Rainier Boat Co., a Washington corporation. 

Mr. Barron. Was this captain that you mentioned a party, too? 

Mr. Iretanp. He was, received process of service for KMCA, since 
he was the managing agent of that time. The charge was that the— 
there were several incidents named. I will take, for convenience, 
that naming the motor vessel Vitanic. There were the Ruth Ann, 
the motor vessel Ruth Ann, the Nomad—those were the three vessels 
which were named; and on these various times of boarding, by the 
Coast Guard, for inspection, the Coast Guard determined, by its 
usual regulatory manner, that, in its opinion, these were the opera- 
tions of a common carrier, and the vessels, having not carried a cer- 
tificate of registration, were in violation of the statute, and subject to 
a $500 fine. 

The findings were, by Judge Bowen, that Nels P. Thompson, who 
was the then agent was an officer and an agent for all of these parties 
named, the Ketchikan Merchants Charter Association, an unincor- 
porated association, composed of Alaskan merchants, KMCA and 
Rainier Boat Co.; and Judge Bowen found that this amounted to 
common carriage; but since that time, the operation, the mode, has 
been changed to its present form. 

Senator Bartietr. Was the suit appealed ? 

Mr. IrneLanp. No. 

These are, as you have seen actually give testimony here, our mer- 
chants up here in Alaska, whose primary interest and concern is not 
that of operating a steamship line, or a boat company; but is rather 
that of maintaining their own personal business up here. I wish that 
it would have been possible to have obtained more of the smaller 
merchants; you have seen the larger ones, who cannot afford, but who 
can enable themselves to give testimony before this committee. 
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The other smaller merchants cannot afford the expense of an appeal 
or the costly methods of trial, and that sort of thing. I could cite, 
as a very good example of that, my own inadequate fees on this case. 
[ Laughter. ] 

Mr. Barron. I take it that you consider this incorporated operation 
an entirely different setup? Not common carriage, in fact? 

Mr. Irevanp. Yes. 

Mr. Barron. That is all. Thank you, sir. 

Senator Barrier. Mr. Ireland, do you or Mr. Hoage, have readily 
available the northbound and southbound tonnage of the several 
charter vessels, per year ? 

Mr. Irevanp. I believe that that could be done, at the Seattle office 
would be the best place to obtain that, if we can submit that oe 
later, with the other letters and evidence which Mr. Hoage requeste 
permission to do so. 

Senator Bartierr. That will be fine. Thank you, sir. 

Henry W. Clark, vice president of the Alaska Steamship Co. 


STATEMENT OF HENRY W. CLARK, VICE PRESIDENT, ALASKA 
STEAMSHIP CO., WASHINGTON, D.C. 


Mr. Crarx. My name is Henry W. Clark, vice president of the 
Alaska Steamship Co., 1026 17th Street NW., Washington 6, D.C, 

Senator Bartlett, I have just a very short statement that I will 
read, and then turn over to the committee’s records, but before I make 
it, I would just like to rehearse the status, as I understand it, because 
the statement is made in the light of the status, as I understand it. 

First of all, I would like to say that I concur, and we concur, ve 
heartily in the remarks made by Marshall Erwin, our good friend, 
as to the headaches of doing business in Alaska, and we all are working 
to clarify them; and we, too, are opposed to monopoly. 

I believe that the previous witness has clarified the present legal 
situation fairly well. KMCA, the original KMCA, as I understand 
it—and this is purely a personal understanding if I am laboring under 
misconceptions, I will be glad to be corrected. 

The original KMCA maintained from the start of their operations 
that they were a cooperative, hauling for their own members; and 
hence, not subject to common carrier regulations. 

The Government, at the instance of the Coast Guard, instituted an 
action in court to determine their status. The court held that they are 
carrying freight for hire—they were carrying freight for hire, and 
must abide by the laws governing safety of life at sea. 

While the court action was pending, the 85th Congress passed Pub- 
lic Law 739, which specifically exempted them from Coast Guard 
safety laws, until March 15, 1960. 

Now, the question was whether that exemption should be extended, 
with the court’s decision in existence. 

That is the way that we understand it. I had not been aware of the 
new corporation, the Ketchikan Merchants Cooperative Association 
until this afternoon, so I didn’t know about that; so that the situation 
is the same as it was when Congress acted before, except that you have 
a court decision handed down since, and the other company who ap- 
peared when the first hearings were had in Washington, the Dall 
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Corp., as far as I know, has had no change in status; they have not 
been in court, and they are still operating, and no objection has been 
raised. 

Now, in light of those facts, and as I say, as I personally understand 
them, subject to any corrections, we—this is our position (reading) : 

The Alaska Steamship Co. does not object to competition by small boats or 
any other type of vessel. The Alaska Steamship Co. feels that any carrier trans- 
porting cargo for hire should be required to comply with existing statutes. Any 
other situation would render such statutes meaningless and it can only be pre- 
sumed that such statutes have been enacted by the Congress for the protection of 
the general public. If it can be established that existing statutes are unnecessar- 
ily burdensome, then it is the feeling of the Alaska Steamship Co. that the stat- 
utes themselves should be amended in order to afford to the general public only 
that protection which may be required. Alaska Steamship Co. does not believe 
the public interest is best served by exempting only certain small craft operated 
by any certain company, association, or organization, from such statutes. 

Mr. Crark. As I have heard the testimony as it was developed 
today, it would seem to me that if this new cooperative is operat- 
ing entirely within the laws, that no further extension would be 
necessa 

That is the extent of our statements. 

Senator Barrterr. Colonel Clark, I need a bit of education here. 
When you say that it is operating within the law, in what manner 
do you mean ? 

Mr. Cuark. As a private carrier, or someone not a common carrier 
or a carrier for hire. 

Senator Bartierr. Do you mean to say that they can operate in 
this fashion without complying with Coast Guard regulations? 

Mr. CxiarK. Oh, yes, there are hundreds of boats up here, operating 
all of the time. Fishing boats, the halibut boats that come up, at the 
start of their season, and go down at the end of their season, they 

varry their—on a priv ate basis, or a contract basis; there has always 
been that business in the Alaska trade, for many, many years. 

Senator Barruertr. It is your conclusion that this mere shift in 
organizational identity form, makes all the difference in the world as 
far as the operation of these charter ships is concerned ¢ 

Mr. CuarKk. No, my conclusion is that when you haul for hire, 
when you go out and solicit freight for hire, and haul for hire, as : 
common carrier, then you become subject to all of the regulations that 
govern all of us who are common carriers 

Senator Barrierr. And carriers 

Mr. Cuark. And if you are operating as a private or contract car- 
rier, then you are not subject to those regulations. 

Senator Barrierr. Your assumption—— 

Mr. Ciark. We don’t object to that kind of competition. 

Senator Barrierr. Your assumption is that the new corporation is 
a common carrier status ? 

Mr. Crark. No, I beg your pardon. As I understood them in their 
testimony today, that they were not common carriers, but if they are 
not, then I don’t see why they are here seeking an exemption. 

Senator Barruerr. What share, approximately, do you know, 
Colonel Clark, of Alaska Steam’s business is in southeastern Alaska, 
in the southeastern trade ¢ 

Mr. Cuiark. I would, at a guess, say about 20 percent, maximum; 
it would not be any higher than that. 
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Senator Barrierr. Just for purposes of discussion, let’s say that 
your conclusion as to the need for further exemption legislation is 
erroneous. How do you believe, Colonel Clark, an arrangement could 
be made that would satisfy the quite obvious needs of these south- 
eastern Alaska ports? Without continuation of these exemption 
provisions ¢ 

Mr. Crarx. That is a difficult question to answer. The whole crux 
of our problem up here is a question of volume. Earlier in the hear- 
ings, somebody asked, or you asked about for how much minimum 
tonnage we would stop at a port, and I think that the answer was 
given something like, by Senator Engstrom, five carloads; which I 
understand i is a “fairly accurate answer, because of high port charges, 
in Prince Rupert. 

But we go into ports—this week, we put a ship into Haines for 60 
tons—to unload 60 tons. We lose lots of money on an operation like 
that. 

Senator Bartterr. This is part of a monthly service to the ports 
north of here? 

Mr. Cuarx. Up until now, it has been a weekly service, but it 
changes now with the winter season to a monthly service. 

Senator Bartierr. We had a witness appear before us yesterday, 
in Ketchikan, a member of a firm engaged in the fish business that 
has a dock about a mile, I believe he said, from the center of the com- 
munity, in shallow water, too shallow for Alaska Steam vessels to 
come alongside the dock. 

He said that if this charter service is not continued, that this com- 
pany, with an investment of over $400,000, and an annual payroll of 
over $60,000, will necessarily have to cease operations. 

This is the sort of thing that troubles my committee, and troubles 
the House committee, when it made, just a short time ago, an even 
more intensive inquiry in Alaska on this very proposition. We went 
then to practically every community, and heard this story reiterated, 
and reiterated. Perhaps it isn’t more important that the fellow with 
a half million dollar investment or $400,000 investment is vitally 
affected than it is in relation to the smaller man in business, but 
added up, it is clearly, or so it seems to me, a necessity that some sup- 
plementary service be provided; and, for the life of me, I can’t com- 
prehend how this will be otherwise done. And I know that the 
committee would be pleased to receive recommendations from Alaska 
Steam on this subject, because it is of vital consequence to the econ- 
omy of this entire geographical section of Alaska; and I am wonder- 
ing if you, Colonel Clark, are in a position to give us an estimate 
of what perc entage of the total volume of tonnage these charter ships 
take away from Alaska Steam ? 

Mr. CrarK. I couldn’t give you that figure. I certainly would 
pledge you that we will try to come up with some suggestions on 
meeting this supplementary service which we feel is just as badly 
needed as you indicated. 

Senator Bartierr. Did 

Mr. Crark. In past years, of course, they have helped to solve their 
problems by more or less cooperative efforts, two or three merchants 
banding together, two or three fish dealers, and we have been ex- 
panding our service within recent years, by extending our van serv- 
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ice. Now we put a van ashore in Ketchikan; I don’t know whether 
Pinkerton indicated to you, we land a van, and he loads it, and when 
he gets it completely loaded, we pick it up with a southbound ship. 

That service has been started in the last 2 or 3 years, because his 
volume wouldn’t warrant instituting it earlier; and we are expand- 
ing it. If he is connected by road with Ketchikan, it may be that 
we will be able to extend a van to him, and help solve his problem in 
that way. As to your question of the tonnage involved, Mr. Green 
may be able to answer it; Mr. Green is our agent here in Juneau, 
and he is familiar with this service. I don’t know whether he knows 
the tonnage that these Ketchikan merchants have. 

Senator Barrterr. Let’s leave it this way, Colonel Clark: The 
committee doesn’t seek to elicit any information that might be com- 
pany business only. However, if these are public records, if you 
could supply these figures for our use on the southeastern Alaska ton- 
nage, and if Mr. Ireland could do similarly for his group then we 
would have a better comparison of the amount of business that the 
charter group actually does. 

Mr. CriarK. We will supply that. I might add this for the record, 
that a competitor of ours, 2 years ago, made a very careful survey 
of the potential tonnage available in southeastern Alaska, and de- 
cided that there wasn’t enough to warrant them coming in here and 
doing business. 

Senator Bartierr. Colonel Clark, has the Alaska Steamship Co. 
taken any position with reference to the establishment of a ferry 
service in southeastern Alaska ? 

Mr. Crark. We are members of the Southeastern Conference. Mr. 
Toner, when he spoke to you today, spoke for us as well as everyone 
else. We aren’t endorsing any specific plan, but we would concur 
in Ey toeree would help develop this area. 

Senator Bartierr. Thank you very much, Colonel Clark. 

Mr. Barton? 

Mr. Barron. No questions, Senator Bartlett. 

Senator Bartierr. Mr. Ireland, may I recall you for one moment? 

Mr. Iretanp. Yes, surely. 

Senator Bartierr. I merely wanted to ask you if your understand- 
ing of—should I say “legal situation” is in harmony with that of 
Colonel Clark ? 

Mr. Iretanp. The legal, the statutory exemption, was to clarify a 
confusion of the records, where one person can charter a vessel without 
any question ; then two or more should be able to. And this exemption 
is simply to clarify that judicial decision. 

Senator Bartierr. Colonel Clark stated as his opinion that with in- 
corporation you will not need exemption legislation. 

Mr. IreLanp. Our incorporation, together with the modus operandi 
have been changed to more completely conform to all requirements 
laid down by our judiciary system as not requiring regulation. How- 
ever, this ee as expressed in the statute, would take it beyond 
any questionable doubt; that is, we would not have to go through 
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another trial to reach the same conclusion. 

Senator Bartiertr. Well, this puts an entirely different light upon 
S. 2669. It may or may not be needed. You would agree with Colonel 
Clark on that? 
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Mr. Irevanp. Yes. 

Senator Barttetr. Is there any way that we could discover before 
the 2d session of the 86th Congress convenes, positively, absolutely, 
definitely, definitively, and categorically, whether there is an absolute 
positive vigorous need for this? 

Mr. Iretanp. The only way that I could—— 

Mr. Barron. As the law states it. 

Mr. Iretanp. You are right, Mr. Barton, I agree that the only way 
that that could be done, if we could petition Judge Bowen for a judi- 
cial determination of the issues. 

Senator Barrtierr. I hope that the petition will be immediately of- 
fered. Thank you, Mr. Ireland. 

Mr. Ireland, do you have anything else to add at this time, for 
the record ? 

Mr. Iretanp. Yes, Senator. There is one point in the original 
statute and in the amendment which I previously forgot to mention 
and that is, specifically, that the inland waters between the State of 
Washington and southeastern Alaska have already been excluded from 
the maximum regulations of the Coast Guard as far as manning re- 
quirements is concerned. There is a minimum manning requirement 
specified by Congress, by an amendment made on February 19, 1895, 
so that the safety factor required to protect the public interest at large, 
has long been recognized by this exemption, and which has since been 
continued; and it is further ratified by the treaty between the United 
States and Canada, defining certain waters of the west coast of North 
America as sheltered waters, dated December 9, 1933. 

Senator Bartierr. Thank you, Mr. Ireland. 

Senator Bartuert. I should now like to offer for the record two 
radiograms received by me, one from Louis G. Scott, Tokeen Cold 
Storage Co., Inc., urging passage of S. 2669. 


[Telegram] 


JUNEAU, ALASKA, October 21, 1959. 
Senator E. L. BARTLETT, 
Seattle, Wash. 
Passage S. 2669 imperative. This year shipped 1,200,000 pounds frozen fish 
ex my cold storage at Tokeen which cannot be served by large vessels account 
narrow channels. Urge every effort continue small vessel service. 


TOKEEN Cop STorAGE Co., INc., 
Louis G. Scott. 


Senator Bartierr. Another telegram from Wrangell Cold Storage 
Co., Inc., H. G. Heaton, expressing a similar desire. 


[Telegram] 


JUNEAU, ALASKA. 
Senator BE. L. BARTLETT, 
Seattle, Wash.: 


Northbound pickup for Seattle discharge service provided by large vessels at 
our Wrangell plant entirely inadequate for shipment mild cure and frozen fish. 
Must continue receive service from small vessels to permit orderly movement 
to market. Last season over 2 million pounds shipped. Please extend to your 
subcommittee our earnest request for favorable action on 8S. 2669. 


WRANGELL COLD STORAGE Co., INC., 
H. G. HEATON. 
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Senator Bartierr. And for the record, here is a letter from the 
Northern Products Corp., distributors of American and Canadian 
mild cured and frozen salmon, canned salmon, 705 Terminal Sales 
puulding, Seattle, Wash. U.S.A., dated October 20, 1959, reading as 

ollows: 


Senator EB. L. BARTLETT, 
Chairman of the Subcommittee, Interstate and Foreign Commerce Committee, 
Juneau, Alaska. 


Deak Mr. BartLeTT: We have been advised that hearings will be held this 
coming Thursday in Juneau covering a variety of legislative proposals among 
which will be a proposal to extend the life of Public Law 85-739 for a period 
of 4 years beyond March 15, 1960. We understand that this is an act enabling 
small vessels under 150 tons to continue providing much needed freight service 
between Puget Sound ports and southeastern Alaska. 

We handle a considerable volume of fishery products originating in the vari- 
ous ports of southeastern Alaska, for transportation to Prince Rupert, British 
Columbia, Sattle, Wash., and other Puget Sound ports. The services rendered 
by these small refrigerated vessels have proven invaluable to us in the fishing 
industry, giving us service that is not obtainable from the larger carriers and 
also at a cost that enables us to compete in the fishery markets of the United 
States and Europe. We are keenly interested in the extension of the act 
enabling this service to be maintained and continued. 

Your efforts in support of this act will be greatly appreciated by those of us 
who are actively participating in one of Alaska’s great industries—fishing. 

Yours very truly, 


NORTHERN Propucts Corp., 
Rosert DIGnon. 

Senator Bartterr. Since there are no further witnesses the com- 
mittee will be in recess, and will convene again at Anchorage, on 
Saturday morning. 

(Whereupon, at 6 p.m. October 22, 1959, the committee recessed to 
reconvene Saturday morning, October 24, at Anchorage, Alaska.) 
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SATURDAY, OCTOBER 24, 1959 


U.S. SENATE, 
ComMMITrer ON INTERSTATE AND ForREIGN COMMERCE, 
Z. J. Loussac Library, Anchorage, Alaska. 

Senator Bartitetrr. The committee will be in order. 

It is a particular pleasure for me to be here again in Anchorage, 
and to have the opportunity to see so many friends. I should lke 
to introduce to the group in the audience those who are here with me, 
and so I will start from my far left: 

Mr. Thomas E. Staken, member of the Federal Maritime Board. 

Mr. Lawrence Walrath, member of the Interstate Commerce Com- 
mission. 

Mr. Abe Romick, commissioner of the department of commerce, for 
the State of Alaska. 

I think I'll ask you to rise, one by one, so they will be sure—Mr. 
Stakem. Mr. Walrath. Mr. Romick. [Applause]. 

Seated closely behind those three is Mr. Henry Whitehouse, an 
attorney for the ICC, and here in the background, with a screen of 
some kind lined up, is Dr. John Buckley, Fish and Wildlife Service, 
now in Washington, and formerly of the University of Alaska. 

And right back here at the same table is Mr. Harry Huse, who is 
the fish and wildlife expert with the Senate Interstate and Foreign 
Commerce Committee. 

Recording our testimony, and very efficiently, is Mr. William Miller, 
of Seattle. 

On my immediate left is Frank Barton, transportation counsel for 
the Senate committee; and on my immediate right is Mr. Harold 
Baynton, chief counsel for that same committee. 

We have the great pleasure of having with us Mr, Allan Perley, 
right here in the gray suit. Mr. Perley is legislative counsel for 
the U.S. House of Representatives; and in that capacity, he has a 
veritable flock, or group, or horde of lawyers under him drafting bills 
for these 435 Members of the House of Representatives; but here, hap- 
pily enough, he is serving as acting counsel for the House Interstate 
and Foreign Commerce Commitee, 

Tomorrow, this committee—this committee being the Senate Inter- 
state and Foreign Commerce Committee—or at least one member of it 
with an adequate number of staff members, hopes to be joined by at 
least one, and perhaps more members of the House committee. We 
expect to have with us, at a minimum, Representative Morgan 
Moulder of Missouri. 

This committee will take testimony, while in Anchorage, on all of 
on a number of transportation bills, having to do with the State of 
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Alaska, and each of them having an order of some importance in the 
economic future of the 49th State. 

This committee will take testimony, while in Anchorage, on all of 
these bills, and any other matter which might come under the juris- 
diction of the committee. 

I would suggest that there is little point to be gained in testifying 
on subjects outside of the jurisdiction of the committee, because in the 
first place, the committee cannot do much about those matters; and in 
the second place, we are of the opinion that we are going to have to 

roceed in a very orderly manner, even perhaps to the point of limit- 
ing the time that the chairman may speak, in order to conclude these 
hearings by Monday afternoon. We understand that there are many 
witnesses to be heard, and we want them to have every opportunity. 

I think, if I am not overruled by those with me, that on Monday 
morning, we had better start at 9 o’clock, as it is going to be a pretty 
full day. 

Now, we have these bills, among others: 

1. S. 1507, to make the Interstate Commerce Act applicable to trans- 

rtation by water between Alaska ports and other ports in the United 

tates. 

2. S. 1508, to provide for economic regulation of the Alaska Rail- 
road under the Interstate Commerce Act. 

3. $. 2451, H.R. 8521, and H.R. 8564, companion bills, to establish 
a joint board for through routes and joint rates and to make manda- 
tory through routes and joint rates by carriers engaged in transporta- 
tion of property between Alaska or Hawaii, and other States. 

4. S$. 2452, H.R. 8520, and H.R. 8565, companion bills, to establish 
a joint board and to permit the filing of through routes and joint rates 
for carriers engaged in transportation of property between Alaska or 
Hawaii and the other States. 

5. S. 2514, to establish the Alaska Railroad as a Government cor- 
poration. 

6. H.R. 6244, to provide grandfather rights for motor carriers and 
freight forwarders operating within Alaska and between Alaska and 
other States and for other water carriers operating within Alaska; 
to provide for Interstate Commerce Commission regulation of the 
Alaska Railroad; and to make the Interstate Commerce Act appli- 
cable to for-hire water carriers operating between ports of Alaska 
and ports of other States. 

I will insert copies of the above-mentioned bills into the record at 
this point. 

There is before the committee a number of other bills which I did 
not list. Two of them relate to proposals which have been made to 
utilize Federal aid highway funds in the establishment of a ferry 
service in southeastern Alaska, and to provide a construction subsidy 
for ferries built to engage in that trade; and still another bill to 
continue a law now in effect, permitting certain charter vessels to 
continue service to southeastern Alaska ports. 

We took it that those bills would be of no especial interest to this 
section of Alaska; however, if anyone wants to testify on those 
measures, we will be glad to hear them. 

Mr. Baynton, how do we have these listed as a consequence of our 
meeting, last night, as to order of consideration ? 
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Mr. Baynton. Mr. Chairman, you would first take up your so- 
called joint board bill, which is Ss. 2451, and S. 2452; and then the 
bill to make the Interstate Commerce Act applicable to Alaska; and 
the bill to incorporate the Alaska Railroad; next you would take up 
S. 1509, in which the trucking industry is interested. 

The two joint bills, S. 2451 and S. 2452 

Senator Bartierr. All right. Now, first we shall consider S. 2451, 
S. 2452. 

To start this out properly, perhaps the chairman had best ask those 
who want to testify on these bills to rise and give their names, and we 
will note those names, and call all of those witnesses, before we will 
proceed to other measures. 

(A short recess was had. ) 

Senator Barrier. Harold—Harold Strandberg, do you know if the 
chamber of commerce intends to appear on any of these bills? 

Mr. Srranpperc. Yes, but I am speaking for the port commission 
of the city of Anchorage. 

Senator Barrterr. One moment. The chairman notes the presence 
in the meeting hall of the mayor of Anchorage, Mayor George Byer. 
George, you W vill be our first witness. 


STATEMENT OF THE HONORABLE GEORGE BYER, MAYOR OF 
ANCHORAGE, ALASKA 


Mayor Byer. Thank you. Senator Bartlett, and ladies and gentle- 
men, now, I think that this is a very worthy day for Anchorage, 
and of course, for Alaska. We are grateful to these honorable and 
respected men who are giving their time so that you may be heard; 
and we again extend our appreciation to you all. 

Thank: you. 

Senator Bartierr. Thank you very much, Mr. Mayor. I can only 
say, in our behalf, that we are delighted to be here, and especially glad 
to be here in the capacity that is meaningful to the economy of this, 
and other sections of Alaska. 

Mr. Kinnaird will be our next witness; and we are glad to have you 
here, Mr. Kinnaird, and we welcome the testimony you are about to 
give. 

Mr. Kinnaird. Thank you, Senator Bartlett. 


STATEMENT OF JOHN M. KINNAIRD, VICE PRESIDENT, CONSOLI- 
DATED FREIGHTWAYS, INC., MENLO PARK, CALIF. 


My name is John M. Kinnaird. I am a vice president of Consoli- 
dated Freightways, Inc., Menlo Park, Calif. Our company has been 
engaged since 1929 in common carriage of freight by motor vehicle, 
starting originally in the Pacific Northwest and subsequently extend- 
ing its service by applications for additional authority and by acquisi- 
tion of other motor carriers until its lines now reach C hicago, Louis- 
ville, Dayton, and Cincinnati in the East, and Los Angeles and 
Tucson, on the south. Consolidated Freightways also conducts motor 
carrier operations in Alaska and between Alaska and the Pacific 
Northwest and through subsidiaries in western Canada and Hawaii. 
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Our interest in Senate bills S. 1507, S. 1508, S. 1509, S. 2451, and 
S. 2452, arises not alone from our activities as a common carrier by 
motor vehicle in Alaska and between the other States and Alaska, but 
also from ee in the development of coordinated transpor- 
tation by all modes including land, sea, air, inland waterway and pipe- 
line carriers. 

I am going to depart from the testimony, but the Senator has per- 
mitted this to be included in the record, as 1f fully read. 

These efforts have resulted in piggyback service with a number of 
progressive railroads, joint rail-motor rates with one such railroad, 

oint motor-air rates with airlines and joint motor-barge rates with in- 
foil waterway carriers. We have alee been actively and in many 
cases successfully seeking similar working arrangements with steam- 
ship companies operating to Hawaii, Guam, Okinawa, the Philippines, 
Japan, and other Pacific areas, to Europe, north Africa, Central 
America, and South America. 

Present operations between Seattle and points in Alaska through 
our Garrison Fast Freight Division constitute a time-tested and suc- 
cessful coordination of motor carrier, rail carrier, and steamship op- 
erations which has met a real transportation need, as evidenced by 
the large and still-growing volume of both military and commercial 
traffic which has been developed over the last 6 years in this coordi- 
nated service. The facilities of our motor carrier operation in Seattle 
have been melded with those of Alaska Steamship Co., the Alaska 
Railroad, and our own motor carrier operation in iain and between 
the continental United States and Alaska to perform, under a single 
factor through rate and under a single bill of lading, a coordinated 
transportation service which has contributed in a significant way to 
the fulfillment of our military needs, to the economic development of 
Alaska, to the growth of commerce between Alaska and the rest of the 
United States, and to the enhancement of the Alaskan standard of 
living. 

Both the continuation and further development of this joint service 
by the cooperating carriers are dependent upon a caated pattern of 
regulation administered by such cisienemanil body or bodies as seems 
wise to the Congress. We believe that the pattern of regulation 
evolved here will not affect alone the Alaskan trade but will influence 
and possibly determine the pattern of regulation of coordinated land- 
sea transportation to Hawaii, U.S. territories and possessions, and to 
foreign ports throughout the world. Our company is active in op- 
erations to many of these points as well, and is equally concerned 
with development of a sound regulatory approach to those activities. 

A brief description of the history and development of our Alaskan 
service will provide a background which should aid in a determina- 
tion of the regulatory pattern best suited to the fostering in the public 
interest of a sound transportation system for Alaskan commerce. 

Garrison Fast Freight, Inc. was organized in May 1953 by Jack 
Garrison, who had previously had extensive operating experience in 
the movement of traffic to, from, and within Alaska. Associated with 
him were four other Alaskan truck operators. In conjunction with 
Alaska Steamship Co., Garrison developed a fully coordinated trans- 
portation service between Seattle and Alaska points. 

In July 1953, intra-Alaska truck operations from Anchorage to 
Elmendorf Air Force Base and Fort Richardson were begun under 
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military tenders for the movement of cargo between the Anchorage 
steamship piers and the bases named. A comprehensive trucking 
service was also established for commercial users. In August of the 
same year a similar service was inaugurated from the port of Valdez 
to such points as Big Delta, Tok Junction, Tanacross, Eilson and 
Ladd Air Force Bases, and Fairbanks, under Alaska Steamship tariffs 
filed with Federal Maritime Board naming Garrison as a connecting 
carrier for the highway haul north from Valdez. This operation 
covered commercial general freight and perishables. 

In January 1954 highway trailers were first employed in the move- 
ment of military and commercial perishables traffic without re- 
handling from Seattle through Valdez to points north of the range 
in Alaska. Similar perishables service was commenced through Val- 
dez to Anchorage and on military general freight from Seattle to 
military bases throughout Alaska in December 1954. 

In February 1956 most of the through van movements from Seattle 
were shifted to the port of Seward in order to utilize piggyback 
service of Alaska Railroad to Anchorage and Fairbanks. Loose 
stow cargo continued to be handled through Valdez and by highway 
to Alaskan destination. 

Throughout the period described, Garrison’s Seattle-Alaska traffic 
was handled under tariffs filed with Federal Maritime Board by 
Alaska Steamship Co. showing Garrison Fast Freight as a connect- 
ing carrier for the Alaskan portion of the haul or under intra-Alaska 
or Seattle-Alaska tenders filed with the military by Alaska Steam- 
ship and/or Garrison. In January 1957, Garrison and Alaska 
Steamship secured the approval of Federal Maritime Board of an 
agreement under section 15 of the Shipping Act of 1916 (46 U.S.C., 
section aon providing for divisions of a through single factor rate 
from Seattle to accessible Alaskan points on perishables moving for 
commercial shippers and receivers. Garrison filed tariffs with Ped- 
eral Maritime Board and thenceforth provided the shipping public 
a through bill of lading, a single-factor through rate and single 
carrier responsibility from store door in Seattle to store door in 
Alaska utilizing and coordinating three separate modes of trans- 
portation—truck, steamship, and railroad. 

This service was made possible by the Federal Maritime Board’s 
rulings in Alaska Rates, 2 U.S.M.C. (1941) and Bernard Ulmann Co. 
v. Puerto Rican Express Co., 3 F.M.B. 771 (1952) which permit 
carriers which do not operate vessels to enter into agreements under 
section 15 as common carriers by water with steamship companies 
and to establish single factor through rates in their own name for 
movements between U.S. ports and territorial or foreign ports. The 
same type of tariff publication was employed by Garrison to provide 
for transportation of general cargo to Alaska in May 1958. 

In February 1957, Consolidated Freightways purchased the physi- 
cal assets of Garrison Fast Freight and has continued its operation 
since that time as its Garrison Fast Freight Division. At this time 
the use of 24-foot containers was introduced. These containers were 
designed to be transported over the highway on skeleton trailers and 
are readily handled on the decks of Alaska Steamship vessels and on 
the flat cars of Alaska Railroad, eliminating the weight and bulk of 
the wheels and undercarriage when not moving over the highway. 








126 


ALASKAN AND HAWAIIAN TRANSPORTATION 


eo is received at interior points or assembled at Garrison’s termi- 
nal facilities in Seattle, loaded in these containers which are placed 
on skeleton trailers and transported to the docks of Alaska Steamship 
Co. They are loaded on vessels of Alaska Steamship with ship’s gear 
and off-loaded in the same manner at Seward directly onto flatcars of 
Alaska Railroad for movement to Anchorage or Fairbanks. There 
the containers are again placed on skeleton trailers for movement to 
the consignees’ door. Mechanical refrigeration is supplied by means 
of demountable units in the nose of each container operated by genera- 
tors provided on the truck unit, on shipboard and on rail flatcars, 
permitting the delivery of fresh vegetables, meats and other perish- 
ables in Alaska in first-class condition. 

The vital transportation need served by the Garrison-Alaska 
Steamship-Alaska Railroad-Garrison operations is attested by the 
growing patronage accorded by both military and commercial pa- 
trons—more than 200,000 tons of freight being handled annually 
between Seattle and Alaska and within Alaska, much of it priority 
military traffic. 

Garrison owns or operates equipment having a total original cost 
of $3,278,694, including 72 tractors and trucks, 84 trailers, 132 skele- 
tons, 315 containers, and 316 miscellaneous units. The leased equip- 
ment is owned by Arctic Terminals, jointly owned by our company 
and a subsidiary of Alaska Steamship Co. Terminals are maintained 
at Seattle, Anchorage, Fairbanks, Valdez, and Seward, involving 
investments of over $1,500,000. Our Garrison Division employs more 
than 200 persons. 

Throughout this period of Garrison’s operations, after we had been 
handling traffic under tariffs filed with the Federal Maritime Board, 
by both the Alaska Steamship Line and Garrison Fast Freight, and 
this shows Garrison Fast Freight as a connecting carrier for the 
Alaska portion of the haul. Now, we entered into these agreements 
in January of 1957, and this is known as the section 15 agreement 
of the Shipping Act of 1916; and through this method we have been 
able to provide a through single factor rate from Seattle to the 
accessible Alaska points on perishables, and on all other freight, for 
that matter. 

Now, Garrison has filed tariffs with the Federal Maritime Board, 
and provided the shipping public with its through bill of lading, a 
single factor through rate, and single carrier responsibility, from store 
door in Seattle to store door in Alaska, utilizing and coordinating 
three separate modes of transportation, truck, steamship, and rail- 
road. 

Now, as you probably know from my testimony in the past, this 
has been possible through the Federal Maritime Board’s rulings in 
two cases: Alaska Rate case and the Bernard Ulmann Co. v. Puerto 
Rican Express Co. case, which is normally referred to as the Puerto 
Rican case. And under this we are a common carrier by water, 
nonvessel. 

As I previously said, this present method of operation between 
Seattle and Alaska points affords the shipper the advantage of 
through transportation without rehandling of the cargo en route. It 
produces faster transit time, reduced loss and damage and pilferage. 
Through single factor rates, a through bill of lading and single car- 











a 


we 


iu 


ALASKAN AND HAWAIIAN TRANSPORTATION 127 


rier responsibility greatly facilitate the shipper’s determination prior 
to shipment of his total transportation cost, and enable him to deal 
with a single carrier for obtaining service, tracing, and the processing 
of claims. 

From the carriers’ viewpoint, this method assigns to each partici- 
ant the role which experience and facilities enable it to perform 
est. The economies of coordinated, utilized (unitized) handling can 

be reflected to the shipper in lower overall transportation cost. In 
this respect, the through single-factor rate assumes tremendous im- 
portance for the shipper and the carrier. If the traffic were required 
to move on combination of local rates, the economy of through han- 
dling could not be reflected in a through rate lower than the com- 
bination of locals. If an effort were made to pass on the economies 
of through service to the shipper by means of proportional rates 
lower than the cooperating carriers’ local rates, the local rate struc- 
tures of the motor carrier and the steamship company could well be 
impaired. For example, should the motor carrier seek to publish a 
roportional rate between an interior point and the port, limited in 
its application to traflic moving beyond by water to Alaska, this lower 
proportional rate would immediately give rise to pressures for reduc- 
tion of the rates for movement of local traffic between the same points. 
For this reason, the publication of portional (proportional) rates as 
a means of providing a through rate reflecting the economies possible 
in through service is often self-defeating because of its tendency to 
force a reduction in the whole pattern of local rates below a reason- 
able level. We understand that the steamship companies experience 
similar difficulties in establishing ocean proportional rates lower than 
their local rates. The only sound solution is the publication of single 
factor through rates with divisions between the participating car- 
riers in the same manner in which motor carriers make joint rates 
with each other and with railroads, airlines, inland and intercoastal 
water carriers, railroads make joint rates with each other or with 
motor or part III water carriers within the contiguous 48 States. 

Turning now to the specific ¢<ovisions of S. 1507, as applied to the 
problems discussed, it should be pointed out that the transfer of juris- 
diction over water carrier operations to and from Alaska to the In- 
terstate Commerce Commission would permit the publication of joint 
rates by motor, rail and water carriers to and from Alaska. This 
would appear, superficially, at least, to provide the mechanics by 
which through single factor rates could be maintained not only from 
port areas, such as Seattle, to Alaska but also from other inland 
points throughout the United States. 

However, there is the possibility that S. 1507 would destroy the 
present status of common carriers by water, such as Garrison Fast 
Freight, which do not themselves operate vessels to and from Alaska, 
and press these operators into the mold of freight forwarding as de- 
fined in the Interstate Commerce Act. This approach ignores the 
characteristics of nonvessel common carriers by water, which dis- 
tinguish them from either ocean or inland freight forwarders. In- 
land freight forwarders subject to the Interstate Commerce Act grew 
up as consolidators of less-than-carload shipments for movement at 
rail carload rates, making their profit on the spread between the less- 
than-carload and carload rail rates. Motor carrier service was, of 
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course, used by the freight forwarders in assembly and distribution 
service and in some cases for line haul transportation where for vari- 
ous reasons truck service was preferred. Until recently, at least, the 
forwarders provided few, if any, of the physical instrumentalities of 
transportation. 

In contrast, Garrison Fast Freight Division and its affiliate, for 
example, have an investment of more than $4 million in motor vehicle 
equipment, containers, and terminals devoted exclusively to providing 
land-sea transportation to and from Alaska, our company having 
joined as full partner with Alaska Steamship Co. in the investments 
necessary to provide the containers and other equipment for per- 
forming this coordinated service. Garrison, moreover, has assumed 
full carrier responsibility to its shippers for the movement of their 
freight over its own motor carrier lines and over the lines of Alaska 
Steamship and Alaska Railroad, where piggyback service is substi- 
tuted for Garrison’s own highway service in Alaska. 

If Garrison and the carriers performing similar functions were to 
lose their status as common carriers by water by the enactment of S. 
1507 in its present form, and were to become freight forwarders under 
the Interstate Commerce Act, the substantial and growing tonnage 
which moves from inland points to the ports for movement beyond 
could no longer be handled on the present basis. This is true because 
the Interstate Commerce Commission has repeatedly interpreted the 
Interstate Commerce Act to prohibit the interchange of traffic be- 
tween freight forwarders and common carriers. By the same token, 
Garrison and other nonvessel common carriers by water would be 
precluded from making joint rates with other common carriers on 
traffic moving in their Naat service to and from interior United 
States or Alaskan points beyond the port areas, the Commission again 
having ruled that under the Interstate Commerce Act freight for- 
warders may not make joint rates with common carriers. The effect 
would be to destroy a carrier service upon which the people of Alaska 
and the military have come to rely. 

As regards this point, it should be noted that in the supplemental 
statement by the Interstate Commerce Commission to its previous tes- 
timony before this committee concerning S. 1507, the Interstate Com- 
merce Commission stated that it was aware of the fact that we opposed 
S. 1507, on the ground that the bill would imperil our status as a non- 
vessel water carrier but indicated that such fears were groundless due 
to an order of the Commission in Docket MC—F-6845, which held 
that Consolidated Freightways was a motor carrier insofar as its 
Seattle-Alaska operation was concerned. However, Chairman Ken- 
neth Tuggle subsequently testified on this same subject before the 
Subcommittee on Transportation and Aeronautics of the House Com- 
mittee on Interstate and Foreign Commerce, and said : 

Since the Maritime Board regulates as water carriers certain persons who 
do not operate vessels, but who appear to be in the category of freight for- 
warders as defined in part IV of the Interstate Commerce Act, the proposed 
amendments would place such operators in their proper category. 

The decision referred to by the Commission dealt only with the 
status of Consolidated Freightways’ operations in the Seattle metro- 
politan area. It left open entirely the question of operations between 
Seattle and Alaska over which the Commission then had no jurisdic- 
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tion. While it may be the intention of the Interstate Commerce Com- 
mission not to cast Garrison in the mold of a freight forwarder, 
serious legal questions arise as to the language of the present bill, 
which might cause a court decision contrary to such intention. Were 
it not for this possibility, we would look with more favor upon S. 1507 
since our regulatory relations with the Interstate Commerce Commis- 
sion have been satisfactory with this excellent agency. 

The Garrison type service is in virtually all of its essential charac- 
teristics different from that of an ocean freight forwarder. The 
ocean freight forwarder performs a function somewhat akin to that 
of an expediter arranging for port terminal handling, documentation, 
insurance, customs house clearance and similar functions. The ocean 
freight forwarder frequently is compensated by the steamship car- 
rier by commissions based on a percentage of the ocean revenues on 
traffic forwarded. So far as we are informed, no ocean freight for- 
warder assumes carrier responsibility for the movement of freight to 
destination nor do they issue a bill of lading in their own name to 
the shipper. 

The Federal Maritime Board determined, wisely, we believe, in the 
Peurto Rican case that a carrier, such as Garrison, which undertook 
full carrier responsibility for the movement of traffic to destination 
and issued its own through bill of lading, was in fact a common carrier 
by water under the Shipping Act of 1916, even though it did not itself 
operate the vessels by which the ocean carriage was supplied. The 
development and success of the Garrison operation is a cogent dem- 
onstration of the essential role played by the nonvessel common car- 
rier by water. Drawing on experience and knowledge gained in the 
collection and terminal handling of the relatively small shipments 
which characterize motor trucking operation, Garrison has developed 
an economical and efficient technique for assembling such freight, 
containerizing the freight or arranging for other unitized loading, and 
delivering the freight to the steamship company for ocean transpor- 
tation. It has invested large sums of money in specialized equip- 
ment, terminals and handling facilities. While Garrison has had 
the wholehearted cooperation of Alaska Steamship Co. in developing 
these techniques, it has assumed responsibility for the coordination of 
truck, steamship and rail movement, leaving Alaska Steamship free 
to devote more of its attention to steamship operations. 

Provision of mechanics for joint rates and interchange between 
land and ocean carriers will not alone assure the continuation of the 
vital activity of Garrison as a supplier and coordinator of truck, sea, 
rail service to Alaska. Since Garrison is a common carrier by motor 
vehicle subject to part II of the Interstate Commerce Act, section 
410(b) of that act precludes its securing a freight forwarder permit 
to continue, even on the limited basis then nonihht, its present service 
to Alaska. A member of similar operations have also been developed 
by other part IT carriers, all of which would be severely restricted 
by the proposals contained in S. 1507. 

Some means should be found to preserve the present status of Gar- 
rison, and similarly situated carriers, as nonvessel common carriers by 
water. If the jurisdiction of water carriage to Alaska is to be trans- 
ferred to the Interstate Commerce Commission, then certainly some 
provision should be made for the continuattion of the unique function 
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which those nonvessel common carriers by water perform. An obvi- 
ous solutiton would be to separate water carriers subject to part IIT 
into two categories: those which operate vessels and those, like Garri- 
son, which are actively engaged in providing facilities and equipment 
for the movement of ws aterborne traffic between the contiguous 48 
States and Alaska although they do not operate vessels themselves. 

If, on the other hand, the Congress were to favor the continuation 
of the present delineation of jur risdiction as between the Interstate 
Commerce Commission and the Federal Maritime Board, a satisfac- 
tory solution can be achieved, we believe, by adopting the joint board 
approach which has been successfully exnployed 1 in publishing joint 
truck-air-truck rates through the cooperattion of the Civil Aeronau- 
tics Board and the Interstate Commerce Commission under the Civil 
Aeronautics Act (49 U.S.C. 1483). Such a provision should clearly 
establish the right of common carriers by water to establish through 
service and joint rates with other common carriers, so that truck, rail 
and steamship lines can make through single-factor rates with each 
other for movement from any point in the contiguous 48 States to 
Alaska and Hawaii. Rate regulation and control could be vested in 
a joint board composed of members of representatives of the Federal 
Maritime Board, the Interstate Commerce Commission, and the Civil 
Aeronautics Board, the Interstate Commerce Commission and the 
Civil Aeronautics Board, with appropriate rate filings with either 
or both of the agencies. Such a joint board is provided for in S. 
2451 and S. 2452. More will be said later concerning these two pieces 
of legislation. 

As the situation stands today and under the interpretation of exist- 
ing statutes applied by F ederal Maritime Board and the Interstate 
Commerce Commission, such through rates cannot be filed. Consoli- 
dated Freightways and Hawaiian Marine Freightways recently filed 
their Joint Tariff No. 37 with the Federal Maritime Board and the 
Interstate Commerce Commission, only to have both regulatory bodies 
reject same on the ground that they had no jurisdiction. The water 

carrier must file its local rates with the Federal Maritime Board and 
the land carrier must file its rates with the Interstate Commerce Com- 
mission. In each case the rate filed applies only between the points 
where the respective agency has jurisdiction. The shipper must con- 
sult two or more tariffs in order to determine the applicable trans- 
portation charges. There is no means by which the economies of 
through handling can be reflected in a through rate lower than the 
combination of these two local rates, other than by proportionals 
with the attendant evils previously described. This situation, we be- 
lieve, should be corrected, not only in connection with the Alaskan 
trade, but also in connection with trade to our oversea territories and 
possessions and to foreign ports. 

The joint board approach could maintain Federal Maritime Board 
jurisdiction over water carriage to Alaska, if that is the desire of the 
Congress, and if that body adheres to its present decision in the Puerto 
Rican case, the status of nonvessel common carriers by water and the 
continuation of their needed service would be affected. However, the 
Federal Maritime Board now has pending an investigation in its 
Docket No. 815 of the status of nonvessel common carriers by water, 
and presumptively the Board intends to reexamine its earlier holding 
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in the Puerto Rican case. Any definitive resolution of existing prob- 
lems in connection with transportation to Alaska should in any event 
include legislative clarification of the present position of nonvessel 
common carriers by water. The continuation and enhancement of 
sound and adequate transportation to Alaska by all modes requires 
that these operations be given unchallengeable legislative authority. 

Consolidated Freightways, Inc., and its subsidiary, Foster Freight 
Lines, Inc., have also been active in the development of coordinated, 
containerized land-sea service to Hawaii, Guam, the Philippines, 
Okinawa, and Japan. 

Senator, I think that you are familiar with that, from my previous 
testimony, and I will drop now, to the bottom of page 12, where we 
will discuss S. 1508. 

(Written matter omitted in reading continues as follows :) 


It is presently engaged in establishing similar operations to other areas. A 
section 15 agreement has been approved by the Federal Maritime Board and 
tariffs filed covering the movement of general cargo from the San Francisco 
Bay area to Guam by Far East Van Service Division of Foster Freight Lines, 
Inc., a wholly owned subsidiary of Consolidated Freightways, Inc., in conjunction 
with Pacific Far East Lines. A section 15 agreement is now pending for ap- 
proval before the Federal Maritime Board covering general freight service 
between Pacific coast ports and Hawaii by Consolidated Freightways, Inc., and 
Hawaiian Marine Freightways. Transocean Van Service Division of Foster 
Freight Lines, Inc., presently conducts a similar service for a number of domes- 
tic household goods carriers to Pacific area military bases on household goods. 
It receives, containerizes, and tranships military household goods, with exten- 
sive facilities and personnel at Oakland and Long Beach, Calif., and Seattle 
and throughout the Pacific area. It also maintains facilities at Norfolk for 
European and Hawaiian movements and at New Orleans for Europe and Central 
America. In addition, Far East Van Service has filed military tenders for 
the movement of military traffic to the Philippines, Okinawa, Korea, Japan, and 
other Pacific area military bases. Similar service is being inaugurated to 
European points. If these services are to be made available to commercial 
shippers on a more widespread basis, the development of through single-factor 
rates for the movement of the traffic is equally important in all of these 
services. For this reason, it is important in considering legislation applicable 
to Alaska that consideration be given to the suitability of the pattern developed 
for Alaska in its possible application to these operations as well. The pattern 
of operation and the regulatory problems, including the need for through single- 
factor rates, are essentially similar. 


Mr. Kinnairp. S. 1508 providing for economic regulation of the 
Alaska Railroad under the Interstate Commerce Act has our sup- 
port. As one of the principal motor carrier operators in Alaska, 
we believe all transportation agencies conducting operations within 
Alaska should be subject to the same pattern or regulation. With 
Alaskan statehood, Garrison Fash Freight Division of Consolidated 
Freightways, Inc., became subject in its intra-Alaska motor carrier 
operations to the jurisdiction of the Interstate Commerce Commission. 

0 leave the principal railroad operation in Alaska free of any regu- 
lation, including regulation of its rates, leaves the motor carrier op- 
erators there at a distinct and unjust competitive disadvantage and 
exposes shippers to discriminatory practices. The motor carrier op- 
erators are required to publish and file their tariffs on 30 days’ notice 
giving shippers and other interested parties an opportunity to seek 
Commission investigation where those rates appear discriminatory, 
unreasonable, or otherwise unlawful, whereas the railroad is left free 
to adjust its charges from day to day and to charge varying rates for 
similar services. The inevitable result, if this situation is permitted 
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ous solutiton would be to separate water carriers subject to part IIT 
into two categories: those which operate vessels and those, like Garri- 
son, which are actively engaged in providing facilities and equipment 
for the movement of waterborne traffic between the contiguous 48 
States and Alaska although they do not operate vessels themselves. 

If, on the other hand, the Congress were to favor the continuation 
of the present delineation of jurisdiction as between the Interstate 
Commerce Commission and the Federal Maritime Board, a satisfac- 
tory solution can be achieved, we believe, by adopting the joint board 
approach which has been successfully employed in publishing joint 
truck-air-truck rates through the cooperattion of the Civil Aeronau- 
tics Board and the Interstate Commerce Commission under the Civil 
Aeronautics Act (49 U.S.C. 1483). Such a provision should clearly 
establish the right of common carriers by water to establish through 
service and joint rates with other common carriers, so that truck, rail 
and steamship lines can make through single-factor rates with each 
other for movement from any point in the contiguous 48 States to 
Alaska and Hawaii. Rate regulation and control could be vested in 
a joint board composed of members of representatives of the Federal 
Maritime Board, the Interstate Commerce Commission, and the Civil 
Aeronautics Board, the Interstate Commerce Commission and the 
Civil Aeronautics Board, with appropriate rate filings with either 
or both of the agencies. Such a joint board is provided for in S. 
2451 and S. 2452. More will be said later concerning these two pieces 
of legislation. 

As the situation stands today and under the interpretation of exist- 
ing statutes applied by F ederal Maritime Board and the Interstate 
Commerce Commission, such through rates cannot be filed. Consoli- 
dated Freightways and Hawaiian Marine F1 ‘eightways recently filed 
their Joint Tariff No. 37 with the Federal Maritime Board and the 
Interstate Commerce Commission, only to have both regulatory bodies 
reject same on the ground that they had no jur isdiction. The water 

carrier must file its local rates with the Federal Maritime Board and 
the land carrier must file its rates with the Interstate Commerce Com- 
mission. In each case the rate filed applies only between the points 
where the respective agency has jurisdiction. The shipper must con- 
sult two or more tariffs in order to determine the applicable trans- 
portation charges. There is no means by which the economies of 
through handling can be reflected in a through rate lower than the 
combination of these two local rates, other than by proportionals 
with the attendant evils previously described. This situation, we be- 
lieve, should be corrected, not only in connection with the Alaskan 
trade, but also in connection with trade to our oversea territories and 
possessions and to foreign ports. 

The joint board approach could maintain Federal Maritime Board 
jurisdiction over water carriage to Alaska, if that is the desire of the 
Congress, and if that body adheres to its present decision in the Puerto 
Rican case, the status of nonvessel common carriers by water and the 
continuation of their needed service would be affected. However, the 
Federal Maritime Board now has pending an investigation in its 
Docket No. 815 of the status of nonvessel common carriers by water, 
and presumptively the Board intends to reexamine its earlier holding 
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in the Puerto Rican case. Any definitive resolution of existing prob- 
lems in connection with transportation to Alaska should in any event 
include legislative clarification of the present position of nonvessel 
common carriers by water. The continuation and enhancement of 
sound and adequate transportation to Alaska by all modes requires 
that these operations be given unchallengeable legislative authority. 

Consolidated Freightways, Inc., and its subsidiary , Foster Freight 
Lines, Inc., have also been active in the dev elopment of coor dinated, 
containerized land-sea service to Hawaii, Guam, the Philippines, 
Okinawa, and Japan. 

Senator, I think that you are familiar with that, from my previous 
testimony, and I will drop now, to the bottom of page 12, where we 
will discuss 8. 1508. 

(Written matter omitted in reading continues as follows :) 

It is presently engaged in establishing similar operations to other areas. A 
section 15 agreement has been approved by the Federal Maritime Board and 
tariffs filed covering the movement of general cargo from the San Francisco 
Bay area to Guam by Far East Van Service Division of Foster Freight Lines, 
Ine., a wholly owned subsidiary of Consolidated Freightways, Inc., in conjunction 
with Pacific Far East Lines. A section 15 agreement is now pending for ap- 
proval before the Federal Maritime Board covering general freight service 
between Pacific coast ports and Hawaii by Consolidated Freightways, Inc., and 
Hawaiian Marine Freightways. Transocean Van Service Division of Foster 
Freight Lines, Inec., presently conducts a similar service for a number of domes- 
tic household goods carriers to Pacific area military bases on household goods. 
It receives, containerizes, and tranships military household goods, with exten- 
sive facilities and personnel at Oakland and Long Beach, Calif., and Seattle 
and throughout the Pacific area. It also maintains facilities at Norfolk for 
European and Hawaiian movements and at New Orleans for Europe and Central 
America. In addition, Far East Van Service has filed military tenders for 
the movement of military traffic to the Philippines, Okinawa, Korea, Japan, and 
other Pacific area military bases. Similar service is being inaugurated to 
European points. If these services are to be made available to commercial 
shippers on a more widespread basis, the development of through single-factor 
rates for the movement of the traffic is equally important in all of these 
services. For this reason, it is impor tant in considering legislation applicable 
to Alaska that consideration be given to the suitability of the pattern developed 
for Alaska in its possible application to these operations as well. The pattern 
of operation and the regulatory problems, including the need for through single- 
factor rates, are essentially similar. 

Mr. Kinnatrp. S. 1508 providing for economic regulation of the 
Alaska Railroad under the Interstate Commerce Act has our sup- 
port. As one of the principal motor carrier operators in Alaska, 
we believe all transportation agencies conducting operations within 
Alaska should be subject to the same pattern or regulation. With 
Alaskan statehood, Garrison Fash Freight Division of Consolidated 
Freightways, Inc., became subject in its intra-Alaska motor carrier 
operations to the jurisdiction of the Interstate Commerce Commission. 
To leave the principal railroad operation in Alaska free of any regu- 
lation, including regulation of its rates, leaves the motor carrier op- 
erators there at a distinct and unjust competitive disadvantage and 
or shippers to discriminatory practices. The motor arr er op- 

rators are required to publish and file their tariffs on 30 days’ notice 
giving shippers and other interested parties an opportunity to seek 
Commission investigation where those rates appear discriminatory, 
unreasonable, or otherwise unlaw ful, whereas the railroad is left free 
to adjust its charges from day to day and to charge vary ing rates for 
similar services. The inevitable result, if this situation is “permitted 
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to continue, would be the impairment of transportation service in 
Alaska. 

We also support in general the provision of S. 1509, as amended, 
providing grandfather rights for motor carriers, water carriers, and 
freight forwarders operating within Alaska and between Alaska and 
other States of the United States. Such legislation is fundamental 
and necessary to the orderly regulation of the Alaska transportation 
industry. 

The remaining two pieces of legislation, S. 2451 and S. 2452 are 
somewhat similar in that both provide for the establishment of 
through service and joint rates, fares, and charges between water, rail, 
motor, and air carriers. They are also alike in that complaints ar ising 
from the establishment of such service and rates shall i entertained 
by a Joint Board, the membership of which consists of representatives 
of three regulatory bodies, the Civil Aeronautics Board, the Interstate 
Commerce Commission and the Federal Maritime Board. However, 
there are substantial and serious differences in these bills which merit 
discussion. S. 2451 is mandatory as ne the establishment of 
through services and joint rates, whereas S. 2452 is permissive in such 
respect. Furthermore, S. 2452 is limited in scope to transportation 
of property between Alaska or Hawaii and the other States and S. 
2451 has no geographical limitation at all, thus, would be applicable 
to transportation within the contiguous 48 States, as well as trans- 
portation between Alaska or Hawaii and the other States. 

We support S. 2452 since the mandatory provisions of S. 2451 are 
completely foreign to present transportation regulatory concepts. To 
require one carrier to enter into a joint rate arr angement with an- 
other places the financially able and solvent carrier “at the mercy of 
an irresponsible or insolvent competitor. Transportation manage- 
ment under the majority of existing laws retains the right to de- 
termine whether or not it will enter into joint rate arrangements 
ag another carrier. We cannot see the need for changing this 

by adopting the mandatory provision of S. 2451. The present joint 
rate arrangements between carriers are predicated upon the economies 
of sound business practices administered through the exercise of the 
carrier’s managerial discretion; the savings afforded by these econ- 
omies are passed on to the shipper in the form of the single factor 
joint rate. Such economies cannot in every instance be attained 
when joint rates between carriers are made mandatory. 

The bills are similar in that both have the same rule of ratemak- 
ing, both provide for the same suspension proceedings and both dele- 
gate authority to promulgate rules and regulations. 

As has been previously stated herein, we believe the joint board 
approach is a very satisfactory solution to the problem created by 
the present delineation of jurisdiction between the Federal Maritime 
Board and the Interstate Commerce Commission. It would not only 
permit the continuation of our previous through service between 
Seattle and Alaska points, but would enlarge this to allow through 
service and single factor joint rates between inland points in the 
contiguous 48 States and points in Alaska and Hawaii. Furthermore, 
a beneficial experience arising from such an approach would clearly 
indicate the feasibility of using same in all through service and joint 
rate matters involving the several modes of transportation. As 
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coordination of the various modes continues to progress in accord- 
ance with the expressed views of Congress, the need for a successful 
solution will become increasingly apparent. We wish to compliment 
the Federal Maritime Board for its efforts in the creation of such a 
fresh and practicable approach to this problem. 

‘To summarize our position, we conclude as follows: (4) We oppose 
S. 2451 insofar as it requires mandatory through service and joint 
rates. (5) We support S. 2452 and contend that it is a solution to 
the aia of through service and joint rates arising out of the 
delineation of jurisdic tion between the Federal Maritime Board and 
the Interstate Commerce Commission. 

(Written matter omitted in reading continues as follows:) 

(Complete summary :) 

(1) S. 1507 is objectionable due to the possibility of our Garrison Fast 
Freight operation being construed as that of a freight forwarder. 

(2) We support S. 1508 on the basis that the Alaska Railroad, as competi- 


tors, should be subject to similar regulation. 
(3) We support S. 1509 insofar as it relates to grandfathering. 


‘ 


(4) We oppose 8. 2451 insofar as it requires mandatory through service and 
joint rates. 

(5) We support S. 2452 and contend that it is a solution to the problem of 
through service and joint rates arising out of the delineation of jurisdiction 
between the Federal Maritime Board and the Interstate Commerce Commission. 

Mr. Kinnairp. I appreciate very much the opportunity of express- 
ing our views to the committee. 

thank you very much for the time that you have given me. 

Senator Barrierr. Mr. Kinnaird, the committee thanks you for a 
very thorough, comprehensive and even learned statement. 

Mr. Kinnamp. Thank you, sir. 

Senator Barrterr. I am sure that it has been educational to all 
of us. 

As is generally the case, there will be a few questions. 

Mr. Kinnatrp. Yes, sir. 

Senator Bartierr. On page 2 of your statement, you said that 
Garrison provides a single-factor through rate. 

Mr. Kinnarrp. Yes; sir. 

Senator Barrierr. What do you mean by that ? 

Mr. Kinnairp. We quote to the shipper on service out of Seattle 
to Alaska points, a single rate, for the movement of his goods from 
Seattle to point of destination. 

He knows exactly what the rate is going to be. It is not a com- 
bination of rates, where you add the rates together; it is a single 
rate. It moves ona single bill-of-lading. 

Senator Barrierr. Does any other carrier, to the extent of your 
knowledge, do this? 

Mr. Kinnarrp. I think that there is one other—was one other. I 
believe the Alaska Freight Lines did render such service. 

Senator Bartierr. But, at this time, if the goods were to be picked 
up in St. Louis, Mo., there could not be such a single-factor through 
rate? 

Mr. Kinnatrp. No, sir, there could not. We attempted to file a 
tariff from points within the United States to port and then to desti- 
nation, and as I pointed out here, the ICC and the FMB refused to 
permit the filing of the tariff. 








134 ALASKAN AND HAWAIIAN TRANSPORTATION 


Senator Barrierr. Each refused on the grounds that it had no 
jurisdiction ¢ 

Mr. Kinnatrp. That's right, sir. 

Senator Barrierr. And there is no other regulatory body of the 
Government that does have jurisdiction ? 

Mr. Kinnatrp. Not to our knowledge, sir. 

Senator Bartierr. Mr. Kinnard, you stated, also on page 2, and 
I shall quote your words: 

We believe that the pattern of regulation evolved here will not affect alone the 
Alaskan trade, but will influence and possibly determine the pattern of regula- 
tion of coordinated land-sea-transportation of Hawaii, U.S. territories and pos- 
sessions, and to foreign ports throughout the world. 

I was very interested in that statement, I had comprehended, of 
course, that what was done here may well be done as far as Hawaii is 
concerned and other territories, but I had not thought of other and 
even more far-reaching implications that the legislation might have. 
I wonder if you would care to dwell upon this a little bit more? 

Mr. Kinnarrp. We don’t think, Senator, that the legislation that 
is contained in this bill, if enacted, would specifically effect, say, the 
transportation of foreign ports; but it would set a pattern of future 
regulation. 

Senator Bartierr. I understand you don’t mean that this partic- 
ular bill, but that is done here in theory 

Mr. Kinnatrp. That’s right, sir. 

Senator Barrierr. Will have an effect that may spread far beyond 
the geographic boundaries? 

Mr. Kinnatrp. That is right, sir, because as our transportation 
needs continue to grow, why, we are finding that we need more and 
more coordination between the various modes; and by the “various 
modes”, I mean rail, water, motor carrier, and air. Now, if there is not 
some forum through which this coordinated transportation can pro- 
ceed to file rates, and proceed to receive proper regulation and be per- 
mitted to grow, then you will have a stalemate in the growth of coordi- 
nated transportation. 

Senator Bartterr. Thank you, sir. 

On page 5, you point to the advantages gained by Alaska shippers? 

Mr. Kinnairp. Yes, sir. 

Senator Bartierr. By means of through transportation offered by 
Garrison. Does this result in lower cost to the shipper? 

Mr. Krnnarrp. Yes, sir. 

Senator Bartierr. Lower than competing services offered ? 

Mr, Kinnairp. The competing services would, if this would be the 
law, would be able to quote lower rates, too. 

Senator Bartterr. But, at the present time, I mean ? 

Mr. Kinnarrp. At the present time, the point I was attempting to 
make here, let’s say that goods are shipped from Chicago to Fair- 
banks. They move on one rate from Chicago to Seattle, and then they 
move on another rate, the single-factor rate, from Seattle to Fair- 
banks; and the shipper is paying the combination of the two rates. 
If we had been able to file that tariff that we tried to file, the goods 
would have moved from Chicago to Fairbanks on one rate; a single- 
factor rate, which would have been lower than the combination of the 
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previous two rates, and that would have afforded a direct saving for 
the shipper as he would be paying a lower rate. 

Senator Barrierr. Is there any saving at this time for the shipper 
between the method employed by Garrison and the method or modes 
that might be employed by other carriers ¢ 

Mr. Kuynarrp. Y es, sir. I think that anyone can avail themselves 
of this single-factor through rate presently between Seattle and 
Alaskan points. 

Senator Barrierr. You say he saves money over any other system 
of handling this freight ? 

Mr. Krynairp. Yes, that is right. You see, we save money, too, 
and we are able to pass that on to the shipper, because of one single 
bill of lading. We don’t have to rehandle the freight; we have single 
carrier responsibility ; ; it is a vast economy for us, and those economies 
are passed on to the shipping public. 

Senator Barrierr. Mr. Kinnaird, if joint rates were allowable and 

came into effect, what is your opinion about the rate structure in the 
Alaska trade? Would worthwhile, meaningful economies be offered 4 

Mr. Krxnairp. In my opinion, they could be offered; yes, sir. 

Senator Bartterr. Why do you say “could” instead of “would”? 

Mr. Krynatrv. Well, I don’t know what our competitors would do. 
We are in a position, as I told you previously, that should we be able 
to file a single-factor through rate between inland points within the 
United States and the contiguous 48 States and Alaska; our rates 
would be lower than the present combination of local rates. 

Senator Bartrierr. Then lower rates would be available no matter 
what your competitors would do— 

Mr. Kinnairp. That’s right. 

Senator Barrierr. Because you would offer them ? 

Mr. Kinnatrp. Well, we attempted to file that joint tariff 37 into 
Hawaii, and a comparison of it with the rates the combination rates, 
will show that it is lower. 

Senator Barrierr. About 10 percent lower ? 

Mr. Kinnatrp. I don’t remember the percentage. 

Senator Barrierr. I think the president of the consolidated told 
me it would effect a saving of something on the order of 10 percent. 

Mr. Kinnatrp. Ten percent. 

Senator Bartietr. On page 7 of your statement, Mr. Kinnaird, you 
spoke of an investment of more than $4 million in Garrison’s Fast 
Freight Division; and you mentioned the various forms of equipment. 
Does Garrison provide any service to southeastern Alaska. 

Mr. Kinnairp. Senator, I don’t know what you mean by “south- 
eastern Alaska.” 

Senator Barrierr. I mean the panhandle of Alaska; I mean the 
part down there in the subtropics, close to Seattle ? 

Mr. Kinnatrp. I don’t think so. 

Senator Barrierr. Not enough roads or maybe highways for you? 

Mr. Kinnatrp. No, we run on the Alcan Highway; now, we are 
moving freight out of Seattle into Fairbanks through the Alcan 
Highway. 

Senator Bartierr. Do you have any notion, Mr. Kinnaird, again on 
page 6, as to why the Interstate Commerce Commission prohibits the 
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interchange of traffic between freight forwarders and other common 
carriers? I realize that you are not the best witness on this subject, 
especially since the Commissioner of that very Commission is here; 
but you might have a personal opinion ? 

Mr. Kinnatrp. Well, there are—they are of the opinion that it is 
the law, Senator; they are of the opinion that the Federal Motor Car- 
rier Act precludes that. 

But it is based on case decisions, as I recall. 

Senator Bartrrerr. I am going to turn to Commissioner Walrath, 
if I may, for a moment, and ask the Commissioner if at any time dur- 
ing the hearing he intends to testify, as I hope will be the case? 

Mr. Watratu. Mr, Chairman, I did not, of course, come with the 
intention of appearing in the role of a witness, but rather to be of such 
assistance as I might to the committee, and to the people of Alaska, in 
attempting to understand this complicated problem; and I will be 
glad at any time that I can be of help to appear on record in that 
capacity. 

Senator Barrietr. We appreciate the assistance that you have 
given and are giving, Commissioner Walrath; and since you have been 
so kind, at a later date I might ask you to comment upon the point 
brought out by Mr. Kinnaird on page 7 and page 8 of his statement. 
On page 10, Mr. Kinnaird, second paragraph, you said that— 

The Joint Board approach which has been successfully employed in publishing 


joint truck-air-truck rates through the cooperation of the Civil Aeronauties 
Board, and the Interstate Commerce Commission under the Civil Aeronautics 
Act— 
do you know to what extent that authority has been used, and how 
successfully it has worked out ? 

Mr. Kinnatrp. Frankly, Senator, I think that I have amplified it 
a little bit in my statement, to be right honest with you; it has been 
on the statute books for a number of years; and I think has been 
used in certain limited instances. But, you see, the pattern of trans- 
portation is just now beginning to evolve to the point that the Joint 
Board, as contemplated by the enacting authorities, is coming into 
operation. I think that statute was enacted back in 1938 and at that 
time there was thinking that there would be joint rates between air- 
lines and trucklines. Today, we do have joint rates with most of the 
major airlines and, as you know, the air carriers are moving more 
i more into the general transportation of freight. So they do 
have a pattern there and it is my understanding that it has been 
successful, so far. Of course, I am not in the airlines business, but 
I might point out that S. 2452 will not repeal that Joint Board S. 2451 
would raise a very interesting legal question as to whether or not it 
repeals, by implication, the Federal statutes that presently creates 
the Joint Board between the CAB and the ICC. 

Senator Bartitetr. Thank you, sir. 

Later on, on that same page, you said: 


Rate regulation and control could be vested in a Joint Board composed of 
members of, or representatives of the Federal Maritime Board, the Interstate 
Commerce Commission and the Civil Aeronautics Board with appropriate rate 
filings with either or both of the agencies. 
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Two questions in reference to that sentence, “Rate regulation and 
control could be vested.” Would this be a mandatory vesting? 
Mr. Kinnatmp. No, sir; not in the sense that the joint rates would 
have to be mandatory; but this would be mandatory in the sense that 
if carriers from different modes wanted to enter into joint rates, and 


had a meeting of the minds on same, then it would be mandatory that 
those rates be filed with the proper agency, in the case of a motor 


carrier with the ICC, and the water carrier would file it with the 


Senator Barrierr. Then regulation and control would be in the 
joint board, if that were done ? 


Mr. Kinwarrp. Only insofar as complaints arising out of the joint 
rates were concerned. It would not disturb the pattern of regulation 
that presently exists on the part of the ICC or the FMB or the CAB. 
This Board would relate only to joint rate matters. 

Senator Barrrierr. As you see it, mechanically, how would this 
board operate? Would it require the establishment of a large office 
staff? Would it be an extensive operation? Would they be in ses- 
sion constantly? Have you had opportunity or inclination to brood 
upon that? 

Mr. Kinnatirp. Yes, sir; we have given that thought; and it goes 
directly to the pt that I was m: iking previously about the permis- 
sive aspect of the Board. 

If the Board were permissive in_nature—let’s take this case. 
Suppose you were a water car rier, and I was a motor carrier. And we 
decided that we would enter into a joint rate, a single factor through 

rate. It would obviously be a meeting of the minds between us, the 
two of us. We would have no reason to go before any Joint Board 
with any complaint. But, on the other hand, if some shipper felt 
that he was aggrieved by that rate, then the Joint Board would present 
a forum before which he could air his views. 

Frankly, we don’t contemplate that the Joint Board would be active- 
ly engaged in hearing such complaints, because we feel that the only 
time that the Joint Board would be concerned would be perhaps when 
it felt that it should look into rates which might be unreasonable or 
discriminatory, or not compensatory. It is very difficult to determine 
when such feelings might occur to the members of the Joint Board. 
Senator, we have thought quite a bit on this, and we feel that the 
Joint Board would not require a lot of housing or a lot of employees 
and it would not be another drain on the Federal budget. It would be 
a board or a forum that would be available in the event that the per- 
missive joint rate structure needed looking into. 

Senator Barrierr. The joint board then wouldn’t establish rates 
any more than the Federal Maritime Board 

Mr. Kinnatrp. No, sir. 





Senator Bartierr. The Civil Aeronautics Board, or the Interstate 
Commerce Commission ? 

Mr. Krnnairp. That is correct, sir; the rates would be established 
by the carriers and the shippers, as they do today; and it is merely 
a court to which one can appeal for relief. 
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Senator Barrierr. Well, now, perhaps my last question is need - 
less, because you already said you weren’t an expert on aviation ¢ 

Mr. Kinnairp. No, sir. 

Senator Barrierr. And the last part of that sentence, I read, said— 
you named three boards, and then you said : 


Appropriate rate filings with either or both of the agencies. 


Which one would you care to leave out there ? 

Mr. Kinnarrp. I'll tell you, frankly, Senator, what we had in mind 
on this. We felt that if we only had two Commissioners in this 
Joint Board, that we might reach an impasse every once in a while; 
so we felt if we had three in there, that obv iously with three peo- 
ple, you were going to have a decision on the mi: itter. We also felt, 
in all seriousness, that with the growth of the movement of the fr eight 
by the airlines, that they will undoubtedly be interested, and in fact, 
I took the liberty of talking to them in Washington, and they are 
definitely interested in supporting S. 2452. 

Senator Barrierr. Sir, I shall relate to you a fact. 

Mr. Kinnatrp. Yes, sir. 

Senator Barrierr. And that is that if we attempted to leave avia- 
tion out of this, the high school auditorium in Anchorage, which is 
a very large place, would not be suffic iently large to hold all of the 
witnesses that wanted to be heard. 

Page 11. 

Mr. Kinnatrp. Yes, sir. 

Senator Barrierr. If the Federal Maritime Board were to reexam- 
ine its position in the Puerto-Rican case, and were to make a rul- 
ing contrary to that already entered, what would happen to Garrison 
Freight ¢ 

Mr. Kinnatrp. Senator, you put me in a little bit of a peculiar 
position. We happen to be a party in that case; and there’s a mem- 
ber of the Federal Maritime Board sitting right over there and- 

Senator Bartrierr. I withdraw the question. [ Laughter. ] 

He isn’t provoked, though, he is smiling. 

Mr. Kinnatrp. Yes, sir, but I don’t want the House Oversight 
Committee to come looking for me. [Laughter. | 

Senator Barrierr. Now, Mr. Kinnaird, you endorse the proposi- 
tion that the Alaska Railroad should be put under the Interstate 
Commerce Act? 

Mr. Kinnarrp. Yes, sir. 

Senator Barrierr. The expressions on that have not been unani- 
mous, however; there has been some dissent. 

It has been said that an accounting jungle would be grown; that 
the railroad has its own system of accounting; and the Interstate 
Commerce Commission might want to come in and impose its own 
system of accounting, and that you might have not only frustration 
here but complete chaos. 

Would you care to comment upon that assertion ? 

Mr. Kinnatrv. Not to any great degree. I am not too familiar 
with the method of accounting ‘that the Alaska Railroad utilizes, but 
I would see no reason why there could not be a meeting of the minds 
between the ICC and the Alaska Railroad on fundamental ace ounting 
concepts. We are not stressing for a high degree of regulation of 
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the Alaska Railway; we feel that there is a certain basic minimum 
of regulation that ‘should be in effect, which could be achieved, we 
feel. “However, we have not gone into that to any great degree. We 
have been interested, mostly, in the matter of the Joint Board ap- 
proac ‘+h and the problem arising out of the statehood bill. 

Senator Barrierr. And you don’t appear here, then, as I infer, 
as a specialist, expert, or one particularly concerned with this particu- 
lar bill—with this special bill, but here only to express a general 
principle ? 

Mr. Kinnarrp. That’s right, sir. 

Senator Barrierr. So I suppose I should not ask you, although I 
will, so you will have opportunity to make a statement, if you care 
to do so, that great harm might be done to the economics of the rail 
belt area by reason of the fact that the railroad’s rate structure is 
based upon a service to the military and upon a stated legislative 
desire on the part of the National Government to foster the economic 
development of this section of the country; and that, if the railroad 
is placed under the ICC, it will have to pay its way, and the rates 
would be going up, and great harm would be done the area which the 
railroad serves. Do you have any statement to make on that? 

Mr. Kinnarrp. No, sir; I am not qualified to talk on that, except 
from motor carrier experience. As I have said here, previously, our 
regulations under the Interstate Commerce Commission have been very 
satisfactory. 

Senator Barrierr. You say that the railroad, now under the In- 
terior Department, is left free to adjust its charges, and to charge 
varying rates for similar services / 

Mr. Kinnatrp. That is my understanding. 

Senator Barrierr. Do you know whether or not the railroad does 
charge varying rates for similar services ? 

Mr. Kinnarrp. No, sir. 

Senator Barrierr. We will explore that with some future witness. 

You are for the bill providing grandfather rights for motor 
carriers ¢ 

Mr. Kinnatrp. Yes, sir. 

Senator Barrierr. You are not for a situation which would allow 
competition to exist without any restrictions imposed by the Govern- 
ment whatsoever as to the entrance on the Alaska scene of motor 
carriers ¢ 

Mr. Kinnatrp. No, sir, not as long as motor carrier service remains 
a monopoly, regulated in the public interest, it would be absurd not 
to have motor carriers grandfathered. 

Senator Barrterr. Do you think, Mr. Kinnaird, that the Interstate 
Commerce Commission and the Federal Maritime Board, and the Civil 
Aeronautics Board can work well together in seeking a common objec- 
tive; namely, the improvement of Alaska transportation ? 

Mr. Kinnarrp. Yes, sir. 

Senator Barrett. Or do you think that each might want to go off 
on its own specialty ? 

Mr. Kinnarrp. I see no reason why they couldn’t work together. 
They all seem to be very intelligent gentlemen; and I think that, if 
they were so inclined, they could very “easily do an excellent job. 

51709—-61——- 10 
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Senator Bartierr. We have a little proof on that score, because 
Mr. Stakem and Mr. Walrath have been with us on the trip, and so far 
they have not yet engaged in an argument. [Laughter.] 

T still want to ask this question. If there is a permissive law, what 
assurances do the people of Alaska have that anyone will ever file 
joint rates? 

Mr. Kinnatrp. None whatsoever, to be very honest with you. 

Senator Bartierr. Well, then, why shouldn’t the Government com- 
pel them to? 

Mr. Kinnatrp. When I say, “none whatsoever” you have no assur- 
ance that it will happen w ith the exception, and the very great excep- 
tion of motor carrier economy and competitive practice. If you 
afford this forum, or this method, by which the joint motor carrier 
and water carrier rates can be entered into, I can assure you that 
due to competitive practices, such rates will be filed. 

Senator Bartterr. If one such filing is made, is it, or is it not likely, 
that competing services will feel required to make similar filings? 

Mr. Kinnarrp. Very likely. On the other hand, to make it man- 
datory, would be to really open up Pandora’s box, because it is entirely 
contrary to the fundamental approach to regulation that has existed 
ever since we have had the Federal Motor Carrier Act. The joint 
rates between carriers with the exception of rail and water are not 
mandatory now. 

Senator Bartierr. They are mandatory ? 

Mr. Kinnatrp. They are not mandatory. 

Senator Bartierr. Between rail and water? 

Mr. Kinnairp. They are that way, yes, sir. 

Senator Bartterr. Well, why are they between rail and water, do 
you know, and not otherwise ? 

Mr. Kinnarrp. Because of the law; as to the reasons for the law, 
I am not prepared to go into that. I am certain that some of these 
water and rail people could give you quite a dissertation on that 
subject. 

Senator Barrierr. And since you are primarily in the motor car- 
rier business, I suppose you couldn’t say whether it has worked out 
well for the public, this mandatory provision as between rail and 
water ? 

Mr. Kinnatrp. I would rather not say. 

Senator Bartiert. I will ask that of someone else, perhaps, later. 
I hope to obtain an answer. 

Mr. Kinnaird, we are living in an inflationary period, as we all 
know all too well. 

Now, let me ask you this question—and I can quite understand that 
you might not havea ready answer at hand: 

Are freight rates in general, and for motor carriers in particular, 
keeping general pace with this inflationary process? Are they slower, 
are they moving slower or faster? 

Mr. Krnnarrp. Frankly, Senator, not having made a study of the 
level of the rates of late, I am not quite competent to answer that, but 
if I had to render an opinion, I don’t think they are moving any faster 
than our general inflationary spiral, because you have all of your busi- 
ness practices holding it down; on the other hand, you have, of course, 
increase in labor, and as a result rates do rise. 











ALASKAN AND HAWAIIAN TRANSPORTATION 141 

Senator Bartierr. Well, everything rises, and I was just wondering 
as to the comparative rate of rise, and you wouldn’t be expected to 
know that. 

Mr. Kinnatrp. No; I am not 

Senator Barrierr (continuing). Without some research. 

Mr. Kinnatrp (continuing). I am not an economist. 

Senator Bartierr. Off the record, when I first went down to Wash- 
ington, when I appeared as a witness before a committee, on any one 
of my bills someone would always ask me how many inches of snow 
fell each year at Dry Gulch. And I wouldn’t know, and would so 
state, and he would be very unhappy, and so would I. Well, I got 
next to myself, and when they asked me that, whoever he might be, 
T said “27 inches,” and everyone was happy. | Laughter. ] 

We aren’t economists, either, and you could have said almost any- 
thing. [Laughter. ] 

Thank you, Mr. Kinnaird, for a very excellent statement. 

Senator Barrierr. Mr. Perley? 

Mr. Prertey. Mr. Chairman, I would like to ask Mr. Kinnaird: On 
page 6, in the paragraph speaking on S. 1507, you make the statement 
that this bill would superficially, at least, seem to provide mechanics 
by which through single-factor rates could be maintained. 

Mr. Kinnatrp. Yes. 

Mr. Pertey. But you go on, with the next paragraph, discussing 
the particular situation of Garrison Fast Freight ; but I don’t believe I 
throughly a stand why that is only a super rficial concern. 

Mr. Kinnairp. All right. Mr. Perley, if the ICC had jurisdiction 
over the entire transportation picture between Alaska and the other 
48 States, as is set forth in that bill; in other words, if they had the 
exclusive jurisdiction that they desire, it would include the common 

carriers by water; the Alaska Steam, for example, would come under 
ICC jurisdiction. 

Mr. Pertry. And then it is our opinion that since both of us are 
under the jurisdiction of a single regulatory body, that that would 
obviate most of the difficulties of entering into a single-factor through 
rate. 

The present difficulty lies in—arises from—the fact that the state- 
hood bill kept jurisdiction in the Federal Maritime Board. Normally, 
it would—with the other States, it would have gone to the ICC; but as 
it stands now, you have two regulatory bodies, the FMB and ICC. 
Now, if S. 1507 were enacted, into law, the ICC would have complete 
jurisdiction. That would include the Alask: Steam, as I have stated, 
and therefore, we would be able to enter into a joint rate relationship 
with them through the ICC, as a common carrier. 

Mr. Krynarrp. As a common carrier. 

Mr. Pertey. By motor vehicle? 

Mr. Krnnairp. Right. But the point that worries us is that we are 
of the opinion that the language in 1507, where it discusses common 
carriers by water nonvessel 

Mr. Pertty. Um hmm. 

Mr. Kinnatrp. Would put our Garrison operation in the mold of 
a freight forwarder, and as such, under the decisions of the 
Commission 














Mr. Pertey. Uh huh. 
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Mr. Kinnarrp. We would be precluded from entering into joint 
rate relationships with other modes; you see, freight forwarders do 
not publish joint rates with the other modes. 

Mr. Pertey. Well, that’s not permitted under the present law. 

Mr. Kinnairp. No. And that—does that answer your question ? 

Mr. Pertey. I am not sure that it does, and perhaps my difficulty is 
that I haven’t read all of the statement—there was some that you 
skipped, and perhaps there was something on the nature of the opera- 
tion of Garrison Freight that makes a difference here, that I don’t 
understand, but I don't want to take a lot of time on this, because I 
really should try to do some thinking about my question, first, before 
I try to engage in a discussion. 

Mr. Kixnairp. W ell, it is a cinch that 1507 would bring the water 
carriers under ICC juris sdiction; therefore, we would all be under the 
same jurisdiction. 

Mr. Perey. Sure. 

Mr. Kinnarrp. And we would be able to have joint rates. 

Now, that is one solution to the problem. If Mr. Walrath and 
Mr. Tugele and them just wouldn’t put us—— 

Mr. Perey. Um hmm. 

Mr. Kinnairp. In the mold of a freight forwarder, he may have 
some remarks later on that, I don’t know. 

Senator Barrierr. Mr. Barton ? 

Mr. Barron. I just have one question, Senator. 

Mr. Kinnarrp. In your statement you spoke of proportional rates 
and the pressure they bring on the local rates. 

Would you explain for ‘the record what a proportional rate is, and 
how such rates bring pressure on the local rate structure / 

Mr. Krxnaip. Yes. 

Proportional rates, as I understand them, Mr. Barton, are rates 
where we would quote a specific rate, for a specific shipper, due to a 
certain movement and all—— 

Mr. Barron. That has a condition attached to it ? 

Mr. Kinnatirp. That’s right. 

Mr. Barron. Which provides, for instance, for movement beyond 
the point to which the freight originally moves if the proportional 
rate is to apply ? 

Mr. Kinnarrp. That’s right, but then if we enter into these com- 
binations of local rates into Alaska, and trying to do it through a 
medium of a proportional rate, then some other shipper with an en- 
tirely different problem would come along and say, “Well, look, you 
are doing this for this other fellow, why can’t you do this for me?” 

Mr. Barton. In other words, the proportional rate to Seattle might 
be 60 cents, we will say, whereas the local rate would be 75 cents? 

Mr. Kixnairp. That is right. 

Mr. Barron. The local shipper would want the 60-cent rate, thus 
making the local rate match the proportional rate, which of course, 
is not practical from your standpoint 

Mr. Krynairp. That is right. 

Mr. Barron. Thank you, sir. 

Senator Bartiterr. Thank you, very much. 

Mr. Kinnatrp. Thank you, sir. 

Senator Barrierr. The Chair will note, or should previously have 
done so, that the general interest in this legisl: ition is made evident 
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by the fact that an official of the Association of American Railroads 
is accompanying the group, Mr. William Thompson. Stand up, Bill, 
and let them see you. 

We also have Mr. Fred Lordan, of Seattle, who has been helpful 
in preparing and doing other work concerning the bills; and, as 
doubtless all of you know, the Alaska Steamship Co. is represented 
by Henry W. Clark, vice president, at Washington, D.C., who is our 
next witness. 


STATEMENT OF COL. HENRY W. CLARK, VICE PRESIDENT, ALASKA 
STEAMSHIP CO., WASHINGTON, D.C. 


Mr. CuarKk. My name is Henry W. Clark. I am vice president of 
the Alaska Steamship Co.; my address is 1026 17th Street NW., Wash- 
ington, D.C. 

Senator, I am appearing here in connection with S. 1507, S. 2451 
and S. 2452. 

We oppose 8. 1507, and would like to refer the committee to our 
testimony on this bill that was given in Washington, D.C. Our 
principal objection is that we see no need for such a bill and that we 
have been under regulation of the Maritime Board for many years 
and that unless a real need can be shown we do not feel a change 
should be made. In our previous testimony we did indicate that there 
might be one area where Congress may want to give ICC some juris- 
diction in Alaska, namely, joint through movements. Since the hear- 
ings, both Consolidated F reightways and Alaska Steamship Co. have 
filed a joint through tariff covering cargo from points within the 
United States to points within Alaska, which tariff has been rejected 
by both the ICC and the Federal Maritime Board. 

We believe that this problem can best be solved by a joint board 
procedure which will permit both the carriers to file a joint tariff for 
such a movement. 

We oppose S. 2451 which is a mandatory requirement of filing joint. 
through rates because we know of no need for the mandatory aspect. 

We support S. 2452, which is designed to correct this situation by 
allowing the carriers to file such a tariff. It must be that after some 
experience under a permissive board, that Congress may want to re- 
quire all carriers to enter into such arrangements, but we feel at the 
outset the only statute needed is the one to correct the immediate 
situation. 

In other words, the Joint Board is necessary in any form, manda- 
tory or permissive, but we feel the permissive Board is all that is 
needed now. 

We would like to thank the committee for this opportunity to ex- 
press our viewpoint. 

Senator Barrierr. Thank you, Colonel Clark. 

Why i is it that we seek any change: at all in the existing law ? 

Colonel Crark. We feel that this would result in a “distinct service 
to the shipping public. It would result in a single bill of lading, and 
a much more simplified method of handling our freight. 

We have already developed a unitized containerized operation that, 
in effect, means a single handling of freight from any place within 
the United States to any place within Alaska: and we feel that the 
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regulatory aspects, the paperwork, should be coordinated with the 
physical changes that we have in effect at the present time. 

Senator Bartierr. Do you believe, Colonel Clark, that a joint tariff 
would make possible lower rates ? 

Colonel CiarK. I believe that it would, yes. 

Senator Barrierr. Thank you, sir. Mr. Barton? 

Mr. Barron. No questions. 

Senator Bartierr. Thank you, Colonel Clark, very much. 

Mr. Anderson, if you care to be accompanied to the witness table by 
others of the Alaska Railroad, they will be welcome. 

Mr. Anverson. Mr. Chairman, I have attached together in the 
testimony that has been handed to you, the testimony of the Alaska 
Railroad on all of the pertinent questions that we wish to testify on 
here. 

Now, I can testify on each one separately, in their turn, or I can 
testify on all of them at one time, whichever is your pleasure. 

Senator Bartierr. Well, I should think Mr. Anderson, that so far 
as you are concerned, that it would perhaps be preferable for you to 
take up all matters in this one appearance. 


STATEMENT OF ROBERT H. ANDERSON, GENERAL MANAGER, 
ALASKA RAILROAD, ANCHORAGE, ALASKA 


Mr. Anperson. Very well, sir. 

Mr. Chairman, and committee, my name is Robert H. Anderson, and 
I am the present General Manager of the Alaska Railroad, Anchorage. 
Alaska. I am deeply appreciative of the opportunity to speak briefly 
before your committee on S. 2451 and S. 2452. 

I am sure that your committee has a crowded schedule, and I will 
make every effort to make my testimony as brief as possible. 

It is the position of the Alaska Railroad that S. 2451 and S. 2452 
primarily concerns carriers other than the Alaska Railroad. We feel 
that it would be more appropriate for the carriers directly affected by 
the provisions of these two bills to offer detailed comment to your 
committee. 

At the same time, we are enthusiastically in favor of any reasonable 
measures which will promote the use of through tariffs in the Alaska 
trade. 

In this connection, we would like to suggest that appropriate word- 
ing, somewhat as follows, be added to the language of either, or the 
two bills in question : 

Nothing in this Act shall be interpreted to prohibit common carriers subject to 
regulation hereunder from entering into agreements with the Alaska Railroad 
for joint transportation of passengers or property, or from joining in through 
routes and joint rates, under the provisions of the Act of March 1914, the 
Alaska Railroad Enabling Act. 

In S. 2451, this wording could well comprise a new section 10. 

In S. 2452, the foregoing proposed revision could be designated as 
“h”, and the present “h” a become “i”, 


This provision would enable carriers subject to the proposed act to 
enter into, or continue, joint through tariff and substitute service ar- 
rangements with the Alaska Railroad, should such carriers desire. 

In the absence of such provision, many Alaskan shippers would be 
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required to use a combination of local rates, and forgo the advantages 
of joint through rates. 

I will be happy to attempt to answer any questions regarding the 
foregoing, which the chairman may have for me. 

Senator Barriertr. I do not have too many questions, in this partic- 
ular instance, Mr. Anderson. 

First, although you state that the two bills which you mention, 
by number, do not directly affect the Alaska Railroad, you stated an 
enthusiasm for any appropriate measures that will provide for the 
establishment of through tariffs. 

However, I know that you do have an interest in making contribu- 
tion to any plan that would bring lower rates to Alaska. So, my 
question is this: 

Do you believe that the setting up of a situation whereby joint rates 
would have to be filed, or might be filed, would result in the lowering 
of freight rates? 

Mr. AnveERsON. Yes, sir, I feel that it would, Senator Bartlett. | 
think that anything, as the two witnesses before me stated, anything 
that will lend itself to a through handling—and of course, one of the 
costs of a through handling, is the paperwork involved; and a through 
bill, of necessity, does away with the many intermediates or local bill- 
ing arrangements that each carrier would have to make. 

That, in itself would be something that woul dindicate a reduction 
in costs to the carriers involved, which, in turn, would be passed on to 
the consignee or consignor. 

Senator Bartierr. Thank you, sir. 

Now, your suggestion as to the addition of language to either or 
both of these bills, relates, I presume, to a situation whereby the ICC 
would not have any jurisdictional authority over the railroad ? 

Mr. ANDERSON. Yes, sir, that is my presumption. 

Senator Bartietr. Now on S. 1508, Mr. Anderson. 

Mr. Anperson. Mr. Chairman, the Alaska Railroad is opposed to 
the enactment of S. 1508. I feel that the railroad is not dogmatic in 
its opposition. We are genuinely convinced that the bill is based on 
the assumption that it is possible to solve some of Alaska’s tranporta- 
tion problems by applying the same rules of regulation to the Alaska 
Railroad as are applied to private railroads in the other States. We 
do not believe this assumption is correct, and we are fearful that, if 
S. 1508 is enacted because of such assumption, it may have dangerous 
consequences for the people of Alaska. 

The Alaska Railroad has no quarrel with a statutory direction that 
its tariff rates should be just and reasonable and, therefore, nondis- 
criminatory. This is what the Interstate Commerce Act requires and 
this is also what is required of the Alaska Railroad by the act of 
March 12, 1914, the Alaska Railroad Enabling Act. However, under 
part 1 of the Interstate Commerce Act, precedent-creating rules and 
decisions of the Interstate Commerce Commission have made the 
question of a reasonable return on investment an important factor in 
judging the reasonableness of rates. True, its application has varied 
with circumstances. 

In the past, Congress has not required the Alaska Railroad to earn 
a return on its capital investment. However, because of past deci- 
sions of the Interstate Commerce Commission, the passage of S. 1508 
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could well pose an obligation on the Interstate Commerce Commission 
to find our tariffs unreasonable, upon protest, because such tariffs do 
not provide a fair rate of return on investment. In such an instance, 
consistency would require that the Interstate Commerce Commission 
direct the Alaska Railroad to increase its rates to provide for a fair 
return. 

The Organic Act of the Alaska Railroad declares that the Alaska 
Railroad be operated in order to develop the Territory of Alask: 
(now the State of Alaska) and to support the Military Establishment. 
We wish that we could do this and still meet commercial standards 
of profitable enterprise. At some time in the future this may well be 
possible. The economy of Alaska has not yet developed to a point 
where the Alaska Railroad can justify the furnishing of mass trans- 
portation only where interest and profits can be earned. 

Senator Bartlett, you will recall that I testified at great length on 
this bill before your committee in Washington. I have copies of that 
testimony with me, and will supply them to the committee. I will be 
happy to read my previous testimony into the record of this heari ing 
if the chairman so desires and that is made as an attachment to this 
testimony, Mr. Senator. 

Senator Bartierr. Very good, and that will be received. The Chair 
will infer that you are in good voice, Mr. Anderson, and are able to 
read that length statement without a pause, so we won’t require you 
to do it now. 

Mr. Anperson. Thank you, sir. 

I also have . ith me Mr. Elbert Kunz, general traffic manager, Mr. 
Fred Hoefler, traffic agent, and Mr. Edwin M. Fitch, the W ashington 
Eiatlodunteatore: of the general manager. They will be available to 
assist in answering any questions which you may wish to ask in regard 
to the railroad and our views on this bill. 

At this time, I will be happy to abide by the wishes of the com- 
mittee by myself in Washington. 

Senator Barrierr. Does the Enabling Act set forth language re 
ratemaking ? 

Mr. Anperson. Yes. I will furnish it for the record. 

(The matter referred to follows :) 
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ALASKA RAILROAD ENABLING ACT 
United States Code, Title 48 


Sec. 301. Railroads: location, construction, and operation; passes 

The President of the United States is empowered, authorized, and directed 
to adopt and use a name by which to designate the railroad or railroads and 
properties to be located, owned, acquired, or operated under the authority of 
sections 301, 302, and 303-3808 of this title; to employ such officers, agents, or 
agencies, in his discretion, as may be necessary to enable him to carry out the 
purposes of said sections; to authorize and require such officers, agents, or 
agencies to perform any or all of the duties imposed upon him by the terms of 
said sections; to detail and require any officer or officers in the Engineer Corps 
in the Army or Navy to perform service under said sections; to fix the com- 
pensation of all offices, agents, or employees appointed or designated by him; 
to designate and cause to be located a route or routes for a line or lines of 
railroad in the Territory of Alaska not to exceed in the aggregate one thousand 
miles, to be so located as to connect one or more of the open Pacific Ocean 
harbors on the southern coast of Alaska with the navigable waters in the interior 
of Alaska, and with a coal field or fields so as best to aid in the development of 
the agricultural and mineral or other resources of Alaska, and the settlement 
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of the public land therein, and so as to provide transportation of coal for the 
Army and Navy, transportation of troops, arms, munitions of war, the mails, and 
for other governmental and public uses and for the transportation of passengers 
and property ; to construct and build a railroad or railroads along such route or 
routes as he may so designate and locate, with the necessary branch lines, feeders, 
siding, switches, and spurs; to purchase or otherwise acquire all real and per- 
sonal property necessary to carry out the purposes of said sections; to exercise 
the power of eminent domain in acquiring property for such use which use is 
declared to be a public use, by condemnation in the courts of Alaska in accord- 
ance with the laws now or hereafter in force there; to acquire rights-of-way, 
terminal grounds, and all other rights; to purchase or othewise acquire all neces- 
sary equipment for the construction and operation of such railroad or railroads ; 
to build or otherwise acquire docks, wharves, terminal facilities, and all strue- 
tures needed for the equipment and operation of such railroad or railroads; to 
fix, change, or modify rates for the transportation of passengers and property, 
which rates shall be equal and uniform, but no free transportation or passes 
shall be permitted except that the provisions of the interstate commerce laws 
relating to the transportation of employees and their families shall be in force 
as to the lines constructed under said sections; and except also that the issuance 
of passes to ministers of religion, traveling secretaries of Railroad Young Men’s 
Christian Associations, and persons exclusively engaged in charitable and elee- 
mosynary work when engaged in their work in Alaska; to indigent, destitute, 
and homeless persons inmates of hospitals and charitable and eleemosynary 
institutions, and to such persons when transported by charitable societies or 
hospitals and the necessary agents employed in such transportation; to news- 
boys on trains, persons injured in wrecks, and physicians and nurses attending 
such persons; the interchange of passes for the officers, agents, and employees 
of common carriers, and their families; and the carrying of passengers free 
with the object of providing relief in cases of general epidemic, pestilence, or 
other calamitous visitation is permitted; to receive compensation for the trans- 
portation of passengers and property, and to perform generally all the usual 
duties of a common carrier by railroad; to make and establish rules and regula- 
tions for the control and operation of said railroad or railroads; in his discre- 
tion, to lease the said railroad or railroads, or any portion thereof, including 
telegraph and telephone lines, after completion under such terms as he may 
deem proper, but no lease of such railroad or railroads shall be for a longer 
period than twenty years and no other lease authorized in this Act shall be 
for a longer period than fifty-five years, or in the event of failure to lease, to 
operate the same until the further action of Congress. If said railroad or rail- 
roads, including telegraph and telephone lines, are leased under the authority 
given under said sections, then and in that event they shall be operated under 
the jurisdiction and control of the provisions of the interstate commerce laws; 
to purchase, condemn, or otherwise acquire upon such terms as he may deem 
proper, any other line or lines of railroad in Alaska which may be necessary to 
complete the construction of the line or lines of railroad in Alaska which may 
be necessary to complete the construction of the line or lines of railroad desig- 
nated or located by him. The price to be paid in case of purchase shall in no 
case exceed the actual physical value of the railroads; to make contracts or 
agreements with any railroad or steamship company or vessel owner for joint 
transportation of passengers or property over the road or roads herein provided 
for, and such railroad or steamship line or by such vessel, and to make such 
other contracts as may be necessary to carry out any of the purposes of said 
sections; to utilize in carrying on the work herein provided for any and all 
machinery, equipment, instruments, material, and other property of any sort 
whatsoever used or acquired in connection with the construction of the Panama 
Canal, so far and as rapidly as the same is no longer needed at Panama, and 
the successors to the Isthmian Canal Commission are authorized to deliver 
said property to such officers or persons as the President may designate, and 
to take credit therefor at such percentage of its original cost as the President 
may approve, but this amount shall not be charged against the fund provided 
for in said sections. (Mar. 12, 1914, ch. 37, see. 1, 38 Stat. 305; Apr. 10, 1926, 
ch. 114. 44 Stat. 239. and Public Law 232, Aug. 4, 1955.) 


Src. 302. Telegraph and telephone lines 


The authority granted under section 301 of this title shall include the power 
to construct, maintain, and operate telegraph and telephone lines so far as they 
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may be necessary or convenient in the construction and operation of the railroad 
or railroads as herein authorized, and they shall perform generally all the usual 
duties of telegraph and telephone lines for hire. (Mar. 12, 1914, ch. 37, sec. 1, 
38 Stat. 305.) 


Sec. 302a. Establishment of telegraph or cable lines by foreigners prohibited 


No telegraph or cable lines owned or operated or controlled by persons not 
citizens of the United States, or by any foreign corporation or government, shall 
be established in or permitted to enter Alaska. (May 26, 1900, ch. 586, 31 Stat. 
206.) 


Sec. 308. Town sites 


The President is authorized to withdraw, locate, and dispose of, under such 
rules and regulations as he may prescribe, such area or areas of the public do- 
main along the line or lines of such proposed railroad or railroads for townsite 
purposes as he may from time to time designate. (Mar. 12, 1914, ch. 37, sec. 1, 
38 Stat. 305.) 


Sec. 304. Terminals, stations, and rights-of-way 


Terminal and station grounds and rights-of-way through the lands of the 
United States in the Territory of Alaska are granted for the construction of 
railroads, telegraph, and telephone lines authorized by sections 301, 302, and 
303-308 of this title, and the President may, in such manner as he deems ad- 
visable, make reservation of such lands as are or may be useful for furnishing 
materials for construction and for stations, terminals, docks, and for such other 
purposes in connection with the construction and operation of such railroad 
lines as he may deem necessary and desirable. (Mar. 12, 1914, ch. 37, sec. 1, 38 
Stat. 305.) 


Sec. 305. Patents to contain reserve for right-of-way 


In all patents for lands taken up, entered, or located in Alaska after March 12, 
1914, there shall be expressed that there is reserved to the United States a right- 
of-way for the construction of railroads, telegraph and telephone lines to the 
extent of 100 feet on either side of the center line of any such road and 25 feet 
on either side of the center line of any such telegraph or telephone lines. Mar. 
12, 1914, ch. 37, sec. 1, 38 Stat. 305.) 


Sec. 306. Disposition of proceeds of lease or sale of public lands 


All moneys derived from the lease, sale, or disposal of any of the public lands, 
including townsites, in Alaska, or the coal or mineral therein contained, or the 
timber thereon, and the earnings of said railroad or railroads, together with 
the earnings of the telegraph and telephone lines constructed under authority 
of sections 301, 302, and 303-308 of this title, above maintenance charges and 
operating expenses, shall be paid into the Treasury of the United States as 
other miscellaneous receipts are paid, and a separate account thereof shall be 
Po ig and annually reported to Congress. (Mar. 12, 1914, ch. 37, sec. 3, 38 Stat. 

7.) 


Sec. 307. Authority of President 


It is the intent and purpose of Congress through the provisions of sections 301, 
302, and 303-308 of this title to authorize and empower the President of the 
United States, and he is fully authorized and empowered, through such officers, 
agents, or agencies as he may appoint or employ, to do all necessary acts and 
things in addition to those specially authorized in said sections to enable him 
to accomplish the purposes and objects of said sections. (Mar. 12, 1914, ch. 37, 
sec. 1, 38 Stat. 305.) 


Sec. 308. Officers, agents, etc., to make annual report to President; transmission 
to Congress 


The officers, agents, or agencies placed in charge of the work by the President 
shall make to the President annually, and at such other periods as may be 
required by the President or by either House or Congress, full and complete re- 
ports of all their acts and doings and of all moneys received and expended in 
the construction of said work and in the operation of said work or works and in 
the performance of their duties in connection therewith. The annual reports 
provided for in this section shall be by the President transmitted to Congress. 
(Mar. 12, 1914, ch. 37, sec. 4, 38 Stat. 307.) 
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STATEMENT OF R. H. ANDERSON, GENERAL MANAGER OF THE ALASKA RAILROAD 
BEFORE THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, U.S. SENATE, 
May 6, 1959 


Mr. Chairman, I would like to thank this committee for the privilege of 
appearing before it to present the views of the Alaska Railroad on the proposed 
legislation entitled “S. 1508—A bill to provide for economic regulation of the 
Alaska Railroad under the I.C.C. Act and for other purposes.” 

As this committee knows, section 301 of the United States Code, title 48, 
known as the Alaska Railroad Enabling Act, grants the Alaska Railroad the 
authority to fix, change or modify rates for the transportation of passengers and 
property and to perform generally all of the usual duties of common carrier by 
railroad, and to make and establish rules and regulations for the control and 
operation of the railroad. It is under this law that the Alaska Railroad 
publishes its tariffs. 

Starting in 1915, the Alaska Engineering Commission published the first 
tariffs and such tariffs were published with an I.C.C. number on them. This 
practice continued until 1923, at which time the Alaska Railroad commenced 
publishing tariffs in the name of the Alaska Railroad. From 1923, and for the 
next 30 years, the Alaska Railroad tariffs were published with an I.C.C. number 
on them. In 1953, the Interstate Commerce Commission advised the Alaska 
Railroad that it should discontinue using I.C.C. numbers on its tariffs, in view 
of the fact that the Alaska Railroad was not regulated by the Interstate Com- 
merce Commission. Subsequent issues and reissues of tariffs did not carry the 
I.C.C. numbers but were accorded a number with the prefix ARR. However, 
the Alaska Railroad asked permission to continue filing its tariffs with the 
Interstate Commerce Commission. Such permission was granted. During the 
period that our tariffs were filed with the Interstate Commerce Commission as 
I.C.C. numbered tariffs, the Commission offered advice to the Alaska Railroad 
when we strayed from the technical provisions of tariff publications. Such 
advice we were happy to receive inasmuch as any deviation from the written 
word was from ignorance and not from design. 

We have continued to file all tariffs with the Interstate Commerce Commission 
to assure ourselves that such tariffs would be on record with the Commission. 
Under the provisions of Tariff Circular 20, the Commission’s rules governing the 
construction and filing of freight rate publications, rule 62 states that rates on 
freight traffic from a point in the Territory of Alaska to another point in the 
Territory of Alaska may be changed upon notice of 10 days as to reductions in 
rates. Increases in rates must contain the full statutory provisions of 30 days’ 
publication time unless shorter time is allowed by special permission. During 
that period of time, when our tariffs contained an I.C.C. prefix to the tariff 
number, we applied for special permission in such instances and were advised 
by the Commission to the effect that the Commission did not have authority to 
rule on this matter. 

All tariffs and nearly all supplements of such Alaska Railroad tariffs are 
published on a 30-day statutory notice. In those instances where reductions 
only are involved, we sometimes publish on 10 days’ notice as allowed by the 
Commission. In rare instances, in cases of rule, not rate publication, we have 
published on 1 day’s notice. In these instances, the Alaska Railroad has fol- 
lowed what was felt would be allowed by the Commission under special per- 
mission. I have been advised by Mr. E. J. Kunz, our general traffic manager, 
that, to Mr. Kunz’ knowledge, there have been no deviations in this policy. In 
the case of section 22 quotation to the Military, no specific statutory time limits 
are provided. 

I am not in favor of the enactment of S. 1508, not because I am fearful of 
regulation as such, but because I am apprehensive about applying a complicated 
law which is surrounded by hundred of administrative rules and decisions that 
have been built up in the light of private carier relationships without due regard 
to the unusual circumstances surrounding the operation, by the Federal Govern- 
ment, of a railroad in the new State of Alaska. 

I think it will be admitted that the regulation of one agency of the Federal 
Government by another agency of the Federal Government creates problems 
quite different from those occasioned by the public regulation of private trans- 
portation companies. I am aware of the fact that this was done in the case 
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of the Inland Waterways Corp., but I do not think this example sheds much 
light on the Alaska situation. 

The policy of the Alaska Railroad is determined first, in terms of the au- 
thority granted by an act of Congress and second, by congressional appropria- 
tion committees who carefully review our annual budgets. If we should be 
placed under the Interstate Commerce Commission. I find it difficult to imagine 
who will arbitrate the dispute in case the congressional committees and the 
Interstate Commerce Commission do not quite see eye to eye as to the handling 
of a particular problem. 

Apart from general considerations, I have several specific objections to the bill, 
several of which stem from the fact that the Alaska Railroad is a govern- 
mental and not a private enterprise: 

1. The proposed bill as it now stands appears to give no consideration to agency 
relationships. If the railroad should become subject to part 1 of the act, pre- 
sumably the railroad would be expected to conform to I.C.C. requirements regard- 
ing accounting and reporting. It is assumed that the railroad would also be 
required to conform to requirements of the Bureau of the Budget, the U.S. 
Treasury, the General Accounting Office, ete. In the face of such apparent 
contradictions, it would be well for the proposed bill to set forth the govern- 
ing agency in case of conflict to avoid duplications. Further, the proposed 
draft specifically exempts the railroad from securing Commission approval as 
regards any possible extension of service, but is completely silent as regards 
any curtailment of service. It would appear that the Department of the In- 
terior could be placed in the untenable position of running a deficit operation 
while being without the authority to affect cutbacks necessary to eliminate 
such deficit. 

2. The determination as to the propriety of the railroad rates would be a 
difficult one. It would appear certain that any determination as to whether 
rates were compensatory would require consideration of interest on the invest- 
ment. It is a known fact that the Alaska Railroad has a plant in excess of what 
would be judged adequate if determined by economic necessity alone. It is 
also a matter of record that some portion of this excess capacity was dictated 
by military rather than economic considerations. The question as to whether 
interest costs should be considered when appraising the propriety of a rate, 
would be difficult to resolve. 

A unique circumstance peculiar to the Alaska transportation picture is the 
operation of the Army pipeline to Fairbanks. It would appear that this facility 
could be considered a private carrier as well as a military facility. Yet, to the 
extent that this facility operates, it affects the transportation picture in Alaska 
to a substantial degree. Obviously, if this facility ceased to operate and di- 
verted its tonnage to the railroad, the railroad would feel impelled to reexamine 
its rate structure on petroleum products because of the volume movement in- 
volved. Conversely, expanded operation of this facility could further decrease 
operating revenues of the Alaska Railroad to some extent. Thus, the operation 
of private and/or other Government facilities can have a direct effect on operat- 
ing revenues on the Alaska Railroad, as well as other common e¢arriers, to the 
extent that changes in rates are well justified. 

8. It is doubtful whether the proposed bill will have what appears to be the 
desired result insofar as the Alaska Railroad is concerned. Approximately 90 
percent tonnagewise (80 percent revenuewise) of the traffic of the Alaska Rail- 
road moves on local billing. There appears little doubt that the coal moving 
in Alaska is intrastate in nature. It has apparently been established that the 
bulk petroleum movement as it exists in Alaska is intrastate in nature. The 
MSTS handles a substantial portion of the military tonnage to Alaska and dis- 
charges it at Whittier. This tonnage, to a degree, is warehoused in Whittier 
and is subsequently shipped out of Whittier as a local shipment on a Govern- 
ment bill of lading and the status of this tonnage would probably be contro- 
versial. Even if this traffic were considered in interstate commerce it would 
still be exempt under section 22. In the absence of a State regulatory body 
with authority over all carriers, it would appear that regulation would be far 
from complete. 

4. It ean be said that, generally, the proposed bill does not take into account 
a condition which, among the States, seems to be peculiar to Alaska, namely, 
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that a single shipper (the military) controls approximately 50 percent of the 
tonnage. Here it is pertinent to remind you that in a letter to Senator Mag- 
nuson, of February 11, 1957, the Chairman of the Interstate Commerce Com- 
mission said : 

“In our opinion, economic regulation would not be a success if 50 percent or 
more of the traffic is to be exempt.” 

I have already pointed out that, ignoring military traffic, most of our com- 
mercial traffic is intrastate rather than interstate in character. 

5. As far as Alaska is concerned, part 1 of the Interstate Commerce Act 
appears to be discriminatory as between contract and common carriers. Even 
though the control over contract carriers was expanded in an amendment to 
the act dated August 13, 1957 (Public Law 85-124, 85th Cong.), a contract 
~arrier serving a single shipper need file minimum rates only with resulting 
advantages over a competing common carrier. 

A good example of how a contract carrier could disrupt the Alaska trans- 
portation picture is provided by the petroleum movement on the Tanana and 
Yukon Rivers to Galena. This constitutes by far the largest movement on these 
rivers. A contract carrier serving a single customer could well afford to under- 
cut any common carrier on the rivers because of the volume of this commodity to 
Galena, and because he would need to set up to handle only one commodity to 
a single destination. Should a contract carrier be successful in contracting for 
this petroleum movement to Galena, a common carrier, forced to gear up to 
handle all commodities to all ports of call on the Tanana and Yukon Rivers 
would have but two alternatives: (a@) He could increase his rates on all com- 
modities to all points on the rivers with resulting hardships to small civilian 
shippers, or (0) he could cease operations as a common Carrier with equally 
devastating results to small civilian shippers. 

6. I do not believe that the proposed bill fulfills the standards spelled out by 
Senator Magnuson in Committee Report No. 2802, 84th Congress, 2d session. 
In that report, the Senator stated: 

“Tt is realized that the exact plan of regulation which exists in the United 
States probably cannot be transplanted in its entirety to apply suitably to the 
Alaskan situation ; consequently the I.C.C., in drawing up its report, should keep 
foremost in mind that the regulatory plan proposed should be adapted to the 
needs of Alaska. Serious consideration should be given to including a provision 
of law calling for a thorough and complete study and general investigation by 
the Interstate Commerce Commission of rates and charges now in effect both 
within Alaska and between Alaska and points outside the territory. 

It is the opinion of the railroad that the conditions which inspired Senator 
Magnuson’s above-qouted comments exist to the same degree today that they 
existed at the time Senator Magnuson made this comment. 

Summarizing, it is difficult to see how any regulatory bill can be successful 
which is not written in the light of those conditions which distinguish the 
Alaska Railroad from private carriers operating in the rest of the United States. 
These special conditions are (1) the responsibilities of the Alaska Railroad as 
an agency of the Federal Government, including its obligations to support 
the Military and aid in the development of Alaska irrespective of whether 
reduced earning power results; (2) the small percentage of our traffic which 
would come under rate regulation if the proposed bill becomes law; (3) the fact 
that more than 50 percent of our traffic is controlled by a single shipper to 
whom special rate tenders can be made; and (4) the amount of capital investment 
which is dictated by military rather than commercial considerations. 

If the proposed legislation is to be equitable and allow the Alaska Railroad to 
fulfill the mandate of its Enabling Act and the later expressed wishes of Con- 
gress, it is my considered opinion that a detailed study and analysis of exist- 
ing rate structures in Alaska, together with a study of the local conditions 
which inspired such rates, would be necessary prior to the formulation of a 
regulatory bill which would accomplish the desired result. Such a study should 
be carefully pursued even though it might cast doubt on whether regulation 
of the Alaska Railroad by the Interstate Commerce Commission is necessary 
in the public interest. 

In closing, may I again express appreciation for the privilige and oppor- 
tunity of submitting the foregoing views for the consideration of this committee. 
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STATEMENT OF R. H. ANDERSON, GENERAL MANAGER OF THE ALASKA RAILROAD, 
BEFORE THE SUBCOMMITTEE OF THE COMMITTEE ON INTERSTATE AND FOREIGN 
CoMMERCE, U.S. SENATE, ON S. 2514, A Britt To INCORPORATE THE ALASKA 
RAILROAD AND FOR OTHER PURPOSES, OCTOBER 24, 1959 


S. 2514 was drafted by officials of the Department of the Interior at the re- 
quest of the Bureau of the Budget. It was cleared by the Bureau of the 
Budget and was submitted to the President of the Senate and the Speaker of 
the House by the Secretary of the Interior on June 5, 1959. 

The views of the Department of the Interior in regard to the bill were sub- 
stantially contained in the letters of transmittal which accompanied the pre- 
sentation of the bill to the Congress. 

I will be glad to attempt to answer general questions as to the significance 
of the bill. However, I would prefer to forgo detailed comments on the vari- 
ous provisions of the bill and to reserve detailed testimony until such time as 
this committee holds hearings on this bill in Washington. At your Washing- 
ton hearings, the various officials of the Department of the Interior who were 
instrumental in drafting the bill in question will be available to join with me 
in elaborating on the Department’s views and on technical aspects of the bill. 

Senator Barriert. First, Mr. Anderson, and not bearing directly 
upon the testimony that you gave a moment ago, may I ask you a 
question relating to the testimony offered by Mr. Kinnaird; and I 
called his attention to the statement wherein he said: 

The motor carrier operators are required to publish and file their tariffs upon 
30 days’ notice, giving shippers and other interested parties an opportunity to 
seek Commission investigation where those rates appear discriminatory, un- 
reasonable, or otherwise unlawful; whereas the Railroad is left free to adjust 
its charges from day to day, and to charge varying rates for similar service. 

I will ask you first, whether you agree with Mr. Kinnaird’s conclusion 
that the Railroad is left free to adjust its charges? 

Mr. Anperson. Yes, sir; that is a true statement, Mr. Senator. I 
would like to elaborate upon it, somewhat. 

Senator Bartterr. I wish that you would. 

Mr. Anperson. Inasmuch as we are regulated, if you call it regu- 
lated by the Department of the Interior, we are subject to what we 
consider an interpretation of our Enabling Act, and that Enabling 
Act does not require us to give 30 days’ notice in the instant case of a 
change of rate structure. However, in trying to honestly manage 
the Railroad, the Railroad has adhered to many 
but many requirements that the Interstate Commerce Commission has 
laid dow n as yardsticks for proper handling of transportation 
agencies. 

We try to adhere very closely to the 30-day principle. We do not 
always doit. We also find that regulated carriers do not always do it. 
They don’t violate the law—I don’t want to infer that—but they ask 
for exceptions, and exceptions, when the case is considered reason- 
able, are granted. 

I believe that I am honest in saying that the Railroad does not make 
an exception to the 30-day clause recklessly; in other words, we feel 
that in the instant cases, when maybe a rate was changed on shorter 
than the 30-day notification, that if we were before a regulatory body, 
and we presented our case, that we would be granted a shorter term 
to establish the new rate, or the new exception. 

Senator Bartietr. Mr. Anderson, how does this work mechan- 
ically? Let us assume that you and the members of your staff have 
reached the decision that a rate increase must be had on a particular 
commodity; then, what happens? 
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Do you announce that increase on your own motion, or do you seek 
approval from the Secretary of the Interior ? 

Mr. Anpverson. A rate of any consequence would be handled 
through the Secretary of the Interior’s Office; a small rate change, 
what we consider a small rate change, would be handled with our own 
staff. Now, it is hard for me to answer this, Senator Bartlett, inas- 
much as I know that you know full well the record of the Alaska 
Railroad, and know that this Railroad has not had a general rate in- 
crease for 22 years; so it isn’t a case of something that we do every 
week, or every year, or every 5 years, or something of that nature. 

Senator BARTLerr, No, I understand that completely. What Iw 
trying to arrive at now was a determination as to the mechanical ots 
cedure that would be required, were you to ask for a rate increase. 
Now, when that is prepared, where does it go first, in Washington 

Mr. Anperson. Mr. Kunz, will you answer this for the Senator ? 

Senator Bartierr. I understand, Mr. Anderson, you haven’t put 
in a rate increase yet, so you may not know all of these steps ? 

Mr. Anprerson. No, we have not. 

Mr. Kunz. We, Mr. Senator, on rate changes, handle them with our 
own organization if they are of a minor nature. We have that coming 
up every day. We handle that simply through publication of a sup- 
plement to the tariff, and in publishing such a supplement, we follow 
the usual rules of a common carrier by railroad. In an increase in the 
rate, which happens very seldom in a railroad, we give 30 days’ notice, 
by publication of the tariff, 30 days in advance of its effective day. 

Senator Barrierr. Publication where ? 

Mr. Kunz. Simply by publishing the tariff itself, and mailing it to 
those who are on the mailing list of the Alaska Railroad, which is a 
very substantial mailing list. 

Senator Barrierr. But you don’t publish in the Federal Register? 

Mr. Kunz. That’s right, sir; we do not publish within the Federal 
Register. Ona reduction of rates, we are permitted by following this 
same procedure, to reduce a rate on 10 days’ notice. 

Senator Barrietr. But before you make this publication, do you 
have approval from Washington to do so? 

Mr. Kunz. No, sir. 

Senator Bartierr. On a wide-scale increase ? 

Mr. Kunz. A large scale, a general rate increase is spelled out to 
the railroad, that it shall be approved by Washington, by the Depart- 
ment of the Interior through the Office of the Territories. 

Senator Bartierr. Now, does the Director of the Office of Terri- 
tories give this approval, by himself, or is it the Secretary ? 

Mr. Kunz. I don’t believe that I can answer that directly. I think 
that it goes through the Secretary, actually. It goes through the 
Director to the Secretary of the Interior. 

Senator Barrierr. Is the Director of the Office of the Territories a 
transportation man, a tariff man, a man skilled in transportation 
problems ? 

Mr. Kunz. Well, I would guess that he is not, although I am not 
aware of that. 

Senator Barrierr. And probably not too often would the Secre- 
tary, himself, be in that category ? 

Mr. Kunz. Probably. 
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Senator Barrierr. I am not asking these questions in a critical 
manner, Mr. Kunz; I just want to try to understand this myself. 

Does the Alaska Railroad maintain a staff in Washington, in the 
Department of the Interior ? 

Mr. AnpErson. We do maintain a staff, one representative, plus his 
office force. 

Senator Bartierr. Now, is he a transportation expert ? 

Mr. Anprerson. No, sir. 

Senator Bartierr. You said, Mr. Anderson, that the language of the 
Organic Act for the Alaska Railroad requires the tariff rates to be 
just and reasonable. Is that set forth in precise language / 

Mr. Anverson. I believe that is—I couldn’t say that exactly; it is 
my thought that that is the wording, the way it is read into our 
E nabling Act, Mr. Senator. 

Senator Barr.err, Well, perhaps after the hearing, Mr. Anderson, 
you will segregate that language, and attach it to your statement, just 
so that we have it readi ly av ailable. 

Mr. Anperson. Yes. 

Senator Barrierr. Now, on page 2 of your statement, you said 
that passage of S. 1508 could well pose an obligation on the Interstate 
Commerce Commission to find the rate structure, or at least the tariffs, 
of the Alaska Railroad to be unreasonable. Now, who would make 
that submission, in your opinion, to the Interstate Commerce Com- 
mission ? 

Mr. Anperson. In my opinion, in all possibility, it would be a 
competing carrier. 

Senator Barrierr. Generally, when rate increases are allowed rail- 
roads by the ICC, the requests come, do they not, from the railroads 
themselves 

Mr. Anperson. Very often they do, yes. 

Senator Bartierr. But not always? 

Mr. Anperson. Not always. 

Senator Barrierr. Are you personally familiar with any situation 
whereby a motor carrier, for example, has protested to the ICC that 
the rates of a railroad are too low, and as a consequence those rates 
have been raised by the ICC? 

Mr. Anperson. No, sir, I cannot make the statement. 

Senator Barrierr. Mr. Anderson, you expressed an apprehension, 
which I am sure is shared by all Alaskans, that there is a possibility 
even if it is remote, that once given control, over the rate structure 
of the Alaska Railroad, the ICC might proceed in accordance with 
its tradition in regulating private railroads, and require the Alaska 
Railroad to earn a return on its capital investment. That, as I under- 
stand it, is one of your chief concerns regarding S, 1508; am I right 
in that? 

Mr. Anprerson. That is correct. 

Senator Barrierr. Would you explain to the committee, briefly, 
because you did outline this, as I recall, in the statement that you 
made in Washington, the accounting difficulties that you believe 
would be created if this bill were to become a law ? 

Mr. Anprerson. The railroad presently accounts to the General Ac- 
counting Office of the U.S. Government, in accordance with the rules 
set up by the General Accounting Office. These reports and the re 
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quirement for information that the General Accounting Office makes 
upon us are not parallel with these requirements that Interstate 
Commerce Commission would ask of us in reporting. Therefore, I 
am not naive enough to make a statement, Mr. Chairman, that one 
department, the GAO on one side, and the ICC on the other side, 
would go right down the road and say, “We demand all of our part 
of this just exactly as you have done before”; in other words, to make 
a duplicate set of reports. At the present time, facetiously, maybe, 
that would be the acceptance of it. I have confidence enough in those 
two offices to know that somewhere along the line, the same informa- 
tion is given, and one set of reports would do, in many instances. 
But we are of the opinion that much of our reporting would have 
to be duplicated; in other words, set up to satisfy one set of books, 
and set. up also to satisfy the other set. ; 

Senator Bartiterr. Mr. Anderson, do you happen to recall how 
long it is since the Congress made an operating appropriation for the 
Alaska Railroad—approximately, that is? 

Mr. Anprrson. No, I can’t—I can’t even estimate that. 

Senator Bartierr. A good many years ago? 

Mr. Anperson. It has been a good many years. Do you know, 
John? 

Mr. Mantey. I am of the opinion it was in 1940. 

Senator Barrierr. Mr. Manley, Mr. John Manley, being an assist- 
ant general manager of the Alaska Railroad. 

Mr. Mantey. Yes, sir. 

Senator Barrterr. Now, is any consideration being given now as 
toa general rate increase / 

Mr. Anperson. No, sir. 

Senator Barrierr. What is the operating experience of the Alaska 
Railroad during this last fiscal year, Mr. Anderson / 

Mr. Anperson. With your indulgence, Mr. Chairman, I would like 
to elaborate on that just a little bit. The operating experience of 
the Alaska Railroad, for the fiscal year just ended, was a surplus of 
$343,000-plus. The management of the Alaska Railroad, in fixing 
the improvement budget for the fiscal year ahead of us, 1961, took 
into consideration this $343,000 surplus, added that to the deprecia- 
tion that. was charged in the fiscal year just ended; added those two 
figures together, and that is our improvement budget for the year to 
come. 

The reason I am bringing this out, Mr. Chairman, is to show to 
you that our thinking is that, as near as possible, barring a catastro- 
phe of some kind, the railroad should be self-supporting; and that, I 
believe, tells you the story that the fiscal year 1960 is paying for the 
improvement budgets of fiscal year 1961. 

Senator Bartierr. Is the tonnage, civilian tonnage, generally 
speaking, during the last 12 months, increasing or decreasing / 

Mr. AnpErsoNn. It has shown a slight increase. 

Senator Bartietr. Is that because there is more freight to be 
moved, in your opinion, or because you are getting a greater share of 
the freight which is being moved ? 

Mr. Anpverson. I think possibly it is a combination of both. I 
think, the last 12 months, tonnagewise inbound into Alaska, would 
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show a slight increase. I feel that in all possibility the railroad ha 

bettered its position, a little bit, in regard to tonnage accepted. My 
justification for this reasoning is the fact that we have spent the last 
15 months in a decided improvement in handling methods. As a 
consequence, we have given our recelvers of freight a better se rvice 
and I think, in all probability, we have taken a little bit more of the 
inbound freight to Alaska than we did in the 12 preceding months. 

Senator Barrierr. And, how about military freight / 

Mr. Anperson. Military freight is slightly down, and I am in- 
clined to believe that that is down because of less militar y consump- 
tion. 

Senator Bartterr. Would the recent strike have had any effect on 
the volume of that freight ? 

Mr, Anperson. The recent carpenters’ strike ? 

Senator Barrierr. Yes. 

Mr. Anperson. Yes, I think—I think that that is a true statement, 
Mr. Senator. We started this construction season expecting much 
more traffic than we actually received. I am inclined to believe that 
we were slowed down because of this strike. One of my strongest 
reasons for believing that, is that now we are receiving commodities 
that would have been delivered long before this. 

Senator Bartuerr. Mr. Anderson, what was the approximate loss 
of gross revenue to the Alaska Railroad occasioned by construction 
of the pipeline from Haines by the Department of the Army ? 

Mr. AnpDerson. A conservative estimate is $314 million, gross. 

Senator Bartierr. That business has been entirely lost to you? 

Mr. Anperson. Yes, sir. That business has been entirely lost to 
us. Now, we are in the process of recouping a small amount of it, 
because we are handling jet fuel nowadays. It has been inferred that 
because of dilution jet fuel does not lend itself to the pipeline opera- 
tion as well as it does to ours. 

Senator Barrterr. So your situation, then, is that even with this 
loss of oil revenue, your operating revenues are in a satisfactory state, 
even though not as high as you would desire; and that you foresee 
no need—if the future is as the recent past—for a general rate in- 
crease ¢ 

Mr. Anperson. That’s my idea, yes, Mr. Senator. 

Senator Barriterr. Mr. Barton ? 

Mr. Barron. No questions. 

Senator Bartierr. Now, let’s see—does that complete your state- 
ment, Mr. Anderson ? 

Mr. Anperson. I have a statement on incorporation. 

Senator Bartrierr. Oh, yes, indeed you must. We will be glad to 
hear you on the bill, Mr. Anderson, relating to proposed incorpora- 
tion of the Alaska Railroad. That’s S. 2514. 

Mr. Anperson. Mr. Chairman, S. 2514 was drafted by officials of 
the Department of the Interior at the request of the Bureau of the 
Budget. It was cleared by the Bureau of the Budget and was sub- 
mitted to the President of the Senate, and the Speaker of the House, 
by the Secretary of the Interior on June 5, 1959. The views of the 
Department of the Interior in regard to the bill were substanti: ally 
contained in the letters of transmittal, which accompanied the pres- 
entation of the bill to the Congress. 
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I will be glad to answer general questions as to the significance 
of the bill; however, I would prefer to forgo detailed comments on 
the various provisions of the bill, and to reserve detailed testimony 
until such time as the committee holds hearings on this bill in 
Washington. 

Senator Barrierr. Here’s the bill. 

Mr. Anperson. At your Washington hearings, the various officials 
of the Department of the Interior who were instrumental in drafting 
the bill in question, will be available to join with me in elaborating 
on the Department’s views and needs and on the technical aspects of 
the bill. 

Senator Barrierr. Thank you, Mr. Anderson. Just a moment. 

Well, first, I wish you would, if you will be so good as to, make a 
short general statement about the bill. 

Mr. Anperson. All right, sir. 

We, on the Railroad, are encouraged about the prospects of the 
Alaska Railroad becoming incorporated. We are not responsible, of 
course, for many of the provisions of the bill, because I presume that 
the incorporation of the Railroad will follow, in many aspects, other 
Government incorporations. 

The bill, itself, provides that the Railroad would be incorporated 
and governed by a Board of Directors of seven members, to be ap- 
pointed by the Secretary of the Interior and to report to the Secre- 
tary of the Interior. It establishes the qualifications of these seven 
members of the Board; if I remember correctly, it is four members 
to be Government officers, three men to be gablic members; and it 
goes further to say that two of these three public members shall be 
men with Railroad experience. We are of the opinion that this 
would increase the flexibility of the Railroad greatly. I believe the 
Railroad would be restricted only by the requirements of section 102 
of the Government Corporation Control Act. 

Senator Barriterr. Any backdoor financing involved ? 

Mr. Anperson. I haven't been able to determine anything of that 
nature, Mr. Senator. [ Laughter. | 

We are further inclined to believe that this would bring the deposi- 
tory of the Alaska Railroad approximately somewhere between $5 and 
$6 million to the State of Alaska, to be deposited, and to be used at the 
discretion of this Board of Directors, in working out the necessary im- 
provements, and so forth. 

Senator Barrierr. Where is that money now ? 

Mr. Anperson. It isin the U.S. Treasury. 

Senator Barrierr. And every effort to have it established away up 
here instead of in the Treasury, so that it could be used locally, as a 
bank would use money locally, has failed, according to my recollection. 

Mr. Anprerson. Well, that is my understanding of it, Mr. Chair- 
man. I have not made a request to have the depository brought to 
Alaska, but I have understood that they have insisted that it be main- 
tained in the general fund. 

Senator Barrierr. Mr. Anderson, would there be any requirement 
that the Alaska residents, any Alaska residents, be a member of this 
governing board, Board of Directors ? 

Mr. Anperson. It is not so spelled out, Mr. Senator. 

Senator Barrierr. I might say right here, that I introduced the 
bill, and marked it “by request” so that it would be available to us in 
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printed form, for consideration during these hearings, in Alaska. [| 
was later told that the chairman of the committee customarily intro- 
duces these “by request” bills. I certainly wish that I had followed 
that procedure after I introduced this. Senator Gruening is a co- 
sponsor. 

Now, I would infer from the statement made at the opening of your 
prepared presentation, Mr. Anderson, where you said “the bill was 
drafted by officials of the Department of the Interior at the request of 
the Bureau of the Budget,” that this whole effort wasn’t generated and 
forced upon the Bureau of the Budget by the Department of the In- 
terior; would that be a correct inference / 

Mr. Anperson. I couldn't answer that question, Mr. Senator. 

Senator Barrierr. As you say, the Interior Department officials 
will be testifying, in Washington; and if I can remember that far 
ahead, why, | will ask them that question. 

Now, Mr. Anderson, what are the drawbacks to incorporation as op- 
posed to your present status / 

Mr. Anperson. One of the drawbacks that I have voiced before, 
Mr. Senator, and it aggrieves me somewhat, is the fact that the gen- 
eral manager, is not necessarily a member of the board of directors. 

Senator Barrierr. Would he still be appointed by the Secretary 
of the Interior, or would he be appointed by the Board ¢ 

Mr. Anperson. He would be appointed by the Board. 

Senator Barrierr. He wouldn’t have any policy place at all, then / 

Mr. Anperson. It could well be that he wouldn’t have. 

Senator Barrierr. If he did, it would not be by law, but by force 
of his own personality. 

Mr. Anperson. Yes. 

Senator Barrierr. And persuasive powers / 

Mr. Anprerson. It says that “the four members of the Board shall 
be officers and employees of the United States, of whom one may, at 
the discretion of the Secretary, be the general manager of the 
company.” 

Senator Bartierr. Again, permissive, not mandatory 4 

Mr. ANperRson. Yes. 

Senator Bartriterr. Mr. Anderson, so we will have it on the record, 
will you tell the committee the policies of the Alaska Railroad relat- 
ing to your employees; very obviously they are Government employ- 
ees. Are they all in the classified service, none of them in the classi- 
fied service, or how is this? 

Mr. Anprrson. The employees of the Alaska Railroad are Wage 
Board Employees employed under the same requirements that a Gov- 
ernment employee is employed by another Government agency, as 
far as the filling out of the necessary papers, and passing the various 
tests that the Government imposes upon its employees. 

After the employee has been accepted, as far as his application is 
concerned, and he has passed the required physicals of the company, 
and he is enrolled in the craft that he asked for employment in, or was 
assigned to, then, at his discretion, it is possible and permissible for 
him to join a labor organization, a labor organization of his own 
choosing. We have labor organizations representing the various crafts 
on the railroad, so it naturally follows that the man joins the craft 
that represents that craft: in the case of a man being hired as a brake- 
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man, there is the Brotherhood of Railroad Trainmen representing that 
craft. A man hiring as a fireman, the Brotherhood of Locomotive 
Enginemen & Firemen represent that craft; Machinists, the machin- 
ists’ craft. Most of our clerks belong to the American Federation of 
Government Employees. It natur ally follows that he would join with 
the craft that was doing the bargaining for him. From time to time, 
grievances are presented, and in ‘the main, they are handled by repre- 
sentatives of these crafts; from time to time a request for wage ad- 
justments is made; and it is made by representatives of these crafts. 
' The story that I am trying to get over is that, as near as possible, 
we bargain with our employees, just exactly like railroads in the other 
States bargain with their employees; in other words, a commercial 
railroad. 

Now, in true Government fashion, the employee is not permitted to 
strike. In the case of an aggrieved situation, where an impasse is 
reached between the employee’s representative and the immediate su- 
pervisor, 2 regular method of appeal is set up, whereby that employee 
is permitted to appeal to the head of the Alaska Railroad, which is 
the general manager. In the event that he is still not satisfied he is 
per mitted to appeal directly tothe Department. 

Senator Barrierr. Who makes the final determination upon that 
appeal ? 

Mr. Anprerson. On that appeal, the final determination is made by 
the Secretary. 

Senator Barrierr. There is no outside group, no neutral group 
to which the aggrieved party or parties may go, is there? 

Mr. Anperson. At the present time, on the Alaska Railroad, we 
have machinery whereby grievances that we feel should be settled 
on the property, by joint action of the representative and the rail- 
road a neutral is chosen, and he hears the case, he hears both sides 
of the case, and a decision is made, and we abide by the decision. 

Senator Bartietr. Is that before or after the appeal has gone to 
the Secretary of the Interior? 

Mr. Anperson. No, that’s where both sides can see that it is not 
important enough to go to Washington. We handle it locally, right 
here. 

Senator Barrierr. You spoke about the potential employee filling 
out forms and taking a test. That isn’t a test given by the Civil Serv- 
ice Commission, is it ? 

Mr. Anperson. No, sir. 

Senator Barrierr. And essentially, these are Wage Board 
employees ? 

Mr. Anperson. They are. 

Senator Barrierr. Do you have any classified employees? 

Mr. Anperson. No. 

Senator Bartierr. Or civil service ? 

Mr. Anpberson. No, we do not have. 

Senator Bartterr. Do you have some paid by civil service wage 

salary standards or are all rates for pay set by the Alaska Railroad? 

Mr. Anperson. All rates of pay are set by the Alaska Railroad, by 
bargaining, other than the top officers of the railroad. 

Senator Barrierr. How about the clerical staff, the stenographers? 

Mr. Anperson. They are set by a bargaining agency. 
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Now, we do have one, one exception, that is probably of no con- 
sequence, at the instant time, Mr. Senator. 

Senator Barrierr. I want to ask about that, yes. 

Mr. Anperson. Our solicitor, even though he is occupied, com- 
pletely, with railroad affairs, reports directly to an associate solicitor 
at Juneau; who, in turn, reports to the associate solicitor in the office 
of Territories. That is the only exception that we have to straight 
railroad employees. 

Senator Barrierr. What changes, if any, in all of this would be 
made by the proposed bill for incorporation of the Alaska Railroad ? 

Mr. Anverson. I don’t know of any particular changes. The pres- 
ent draft brings the employees under the 1934 Pay Act, but they are 
under the act at the present time. This is due to several suits that 
the various organizations made upon the Railroad in years gone back, 
and received a favorable determination and were paid under those 
suits. It establishes an efficiency or merit rating system to establish 
rules governing hiring and appointment of employees— we have that. 

Senator Barrierr. That provision has had the endorsement also 
of the policymaking officials in the Department of the Interior? 

Mr. Anverson. I understand that it has; yes, sir. 

Senator Barrierr. I note that in his report on this bill, S. 2514, 
the Comptroller General of the United States in part, commented upon 
a provision in the bill, relating to salaries of officials of the company, 
I presume, and he says: 

The present laws fix a ceiling on the salaries of all officers and employees 
except that of the General Manager. We do not believe that such a broad 
authority to fix salaries and to waive general requirements of law relating to 
salaries of officers and employees should be granted. 

First, I would like to ask you: What is the ceiling on the salaries 
of employees, and where do we find that ? 

I take it an employee is anyone who is an employee of the Alaska 
Railroad. 

Mr. Anperson. There are ceilings on the salaries of all employees 
of the railroad except the General Manager. The salary of the Gen- 
eral Manager is what the present Secretary of the Interior wants it 
to be. 

These ceilings mean little except for the railroad’s top officials. 

Senator Barrierr. But I would like to ask you where in law is the 
ceiling fixed now on the salary of a fireman, an engineer, or a brake- 
man or a conductor? 

Mr. ANDERSON. Ceilings on the salaries of Alaska Railroad em- 

ployees are contained in the annual Interior Appropriation Acts. 
For example: The language used in the Interior Appropriation Act 
applying to fiscal year 1960 reads as follows: 
Provided, That no employee shall be paid an annual salary out of said fund 
in excess of the minimum prescribed by the Classification Act of 1949, as 
amended, for grade GS-15, except the General Manager of said railroad, one 
Assistant General Manager at not to exceed the minimum prescribed by said 
Act for GS-17, and five officers at not to exceed the minimum prescribed by 
said Act for grade GS-16 (69 Stat. 172, 5 U.S.C. 1113(b).) 


But these ceilings are really effective only for officials of the rail- 
road. They apply to straight-time earnings only and are high enough 
so that the salaries of train and engine service employees, excluding 
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pay for arbitraries or constructive allowances, overtime, and related 
payments, do not exceed them. 

Senator Bartierr. All right, Mr. Anderson. Let’s come into the 
other subject now. How much money is invested in the Alaska 
Railroad ? 

Mr. Anprerson. The Alaska Railroad has an invested worth of ap- 
proximately $175 millions. 

Senator Barriterr. What is the ceiling for the salary of the 
Assistant General Manager? 

Mr. Anperson. The minimum salary stated in Grade 17, which is 
approximately $15,300, something like that, it’s the minimum salary 
for a GS-17. 

Senator Barriterr. Now, you have had a lot of experience in rail- 
roading, not under Government operation. What would an assistant 
general manager in a plant with that size of investment receive, in a 
private operation, would you judge? 

Mr. Anperson. $20,000, up. 

Senator Barrierr. What are the other limitations we find here, 
on salaries; and how do those limitations, in your judgment, compare 
with salaries paid in private industry for railroading? 

Mr. Anperson. We have permission to employ two men, drawing 
the minimum of a GS-16, and those two men on our railroad are the 
Superintendent of Operations, and the Comptroller. 

Senator Bartrierr. How much does that pay them, at a minimum? 

Mr. Anperson. I believe that is $14,190. 

Senator Barrierr. And what would be the maximum of that grade? 

Mr. Anperson. We can only use the minimum. 

Senator Bartierr. That’s all of it. 

Mr. Anprerson. That’s as high as I can go, for them. 

Senator Barriterr. How much would those men receive in a com- 
parable operation in private railroading ? 

Mr. Anprrson. They would draw a minimum of $17,500. 

Senator Barrierr. It seems to me, Mr. Anderson, that the fears 
of the Comptroller General in this regard, which might be proper 
enough, if he knew all the circumstances, do not take into account 
that over the years, very considerable efforts have been made to in- 
crease or at least, to raise the ceiling on the salaries of the top of- 
ficials other than the General Manager of the Alaska Railroad, and 
these efforts have been uniformly unsuccessful; and in my opinion, 
we do have a situation now where they are grossly underpaid as com- 
pared with their counterparts in private industry. Would you agree 
with that statement ? 

Mr. Anprerson. I would agree with that. 

Senator Bartierr. Do you have any further statements that you 
care to make, Mr. Anderson? 

Mr. Anprerson. Yes, Mr. Chairman, I don’t think you purposely 
left the General Manager out of this pay scale. 

Senator Bartuerr. I did. [Laughter. ] 

Mr. Anperson. I would like to comment on that, if you are agree- 
able. 

Senator Bartierr. The only reason that I did, Mr. Anderson, I 
should welcome your comment, but the only reason I did is because 
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you declared that there is no ceiling now on his salary, and the Secre- 
tary of the Interior has a free hand in that particular job. 

Mr. Anperson. Well, the only reason that I wanted to comment is 
because, as we all know, my time on the Alaska Railroad, is for a 
stated period, so I cannot be guilty of trying to enhance my monetary 
increment, and it is not with that thought in mind. The general 
manager on a railroad, in the other States, will draw $28,000 and up; 
and he is a general manager that is reporting to at least a vice 
president. 

The general manager on the Alaska Railroad is a misnomer. I con- 
sider the general manager on the Alaska Railroad a minimum of a 
vice president. He reports to the Secretary of the Interior, if you 
want to call him the president, or whatever you care to call the boss; 
and a position of that kind starts at about $35,000 in the other States. 

The thing that I am trying to get at is that, as a whole, our super- 
visors, on the Alaska Railroad, are not drawing comparable pay with 
his brother on the other railroads, so to speak. The Department can 
well justify the salaries paid supervisory personnel on the railroad. 

Senator Barrietr. Mr. Anderson, I don’t want to probe into your 
personal affairs, although I am downright curious, but if it is a mat- 
ter of public record, would you care to state what the general manager 
of the Alaska Railroad now receives? 

Mr. AnperRson. $22,000. 

Senator Bartierr. It is my request to the very efficient transporta- 
tion counsel of the committee, Mr. Barton, that he call specifically 
to the attention of none other than Secretary of the Interior, Fred A. 
Seaton, your words on this subject. 

Mr. Barron. I will do so. 

Senator Bartietr. Do you have another statement ? 

Mr. Anperson. No, sir. 

Senator Barrierr. A supplementary statement, further statement ? 

Mr. Anperson. No, sir, I have nothing else. 

Senator Bartierr. Thank you, Mr. Anderson, for your appear- 
ances. 

The committee will stand in recess, and return to the meeting place 
at 1:30, so we will have a good long afternoon. 

(Noon recess, from 12 noon to 1:30 p.m.) 

(The following letter was subsequently supplied for the record :) 

U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 21, 1960. 
Hon. WARREN G. MAGNUSON, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MAGNUSON: On January 28 we acknowledged your inquiry of 
January 20 in regard to the sale of surplush property during the last 5 years by 
the Alaska Railroad. We have a report on this subject from Mr. R. H. Ander- 
son, general manager, which we are enclosing with this letter and which tabu- 
lates the railroad’s surplus sales for the 5 years in question. The grand total 
for these sales during these years amounted to $2,159,723.93. Well over half 
of this was derived from the sale of scrap metal. The sales of materials and 
supplies consisted of obsolete and excess items, most of which were obtained 
from surplus following World War II. 

Sincerely yours, 


Rocer HRnst, 
Assistant Secretary of the Interior. 
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The Alaska Railroad—Summary of proceeds from sales, property and supplies, 
fiscal years 1955 through 1959 





Amount of sale 
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AFTERNOON SESSION 


Senator Bartuetr. The committee will be in order. 
Mr. Petersen. 


STATEMENT OF RAYMOND I. PETERSEN, PRESIDENT, NORTHERN 
CONSOLIDATED AIRLINES, ANCHORAGE, ALASKA 


Mr. Perersen. Mr. Chairman, my name is Raymond I. Petersen, 
president of Northern Consolidated Airlines, Anchorage. 

This is the testimony on behalf of the scheduled airlines operating 
in and to Alaska, on Senate bills S. 2451 and S. 2452. 
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As spokesman for the airlines operating in and to Alaska, I welcome 
this opportunity of commenting briefly on Senate bill S. 2451 and 
Senate bill 2452. My recommendations extend, of course, to the 
companion bills which have been introduced in the House of Repre- 
sentatives. 

Both S. 2451 and S, 2452 would establish joint boards with authority 
over through service and joint rates for transportation between Alaska 
and the other States. S. 2451 would give the Joint Board established 
under the bill authority to require air carriers, surface carriers subject 
to the jurisdiction of the Interstate Commerce Commission, and water 
carriers subject to the jurisdiction of the Federal Maritime Board, to 
establish through service, and joint rates if the said Joint Board finds 
it to be in the public interest to do so. 

S. 2451 would also give the Joint Board broad jurisdiction over the 
joint rates applicable to such transportation and the division of the 
‘ates between the participating forms of transportation. It would also 
supersede and have the effect of repealing section 1003 of the Federal 
Aviation Act of 1958 which provides for a joint board of members of 
the CAB and the ICC and the establishment, on a permissive basis, of 
joint services and joint rates by air carriers and carriers subject to the 
Interstate Commerce Act. S. 2452 is a permissive, rather than a 
mandatory bill, and would authorize air carriers, common carriers 
subject to the Interstate Commerce Commission and water carriers 
subject to the Federal Maritime Board, to establish through service 
and joint rates for the transportation of property between the State 
of Alaska or the State of Hawaii and the other States. It would also 
give the Joint Board, established under the bill, jurisdiction over joint 
rates and division of joint rates referred to it by the CAB, the 
Interstate Commerce Commission or the Federal Maritime Board. 

It is our opinion that S. 2451, the mandatory bill, should be opposed 
since it would have the effect of repealing section 1003 of the Federal 
Aviation Act and by divesting the CAB of any jurisdiction of the 
service and joint rates between air carriers and other forms of trans- 
portation. Furthermore, it would authorize the Joint Board to re- 
quire air carriers and other forms of transportation to establish 
through service and joint rates in those cases in which the said board 
felt such action should be taken. 

S. 2452, the permissive bill, appears to be based on section 1003 of 
the Federal Aviation Act. It would have the effect of adding, with 
respect to the transportation of property between Alaska or Hawaii 
and the other States, another class of carriers, namely, water carriers 
subject to the jurisdiction of the Federal Maritime Board to those 
which may now enter into through service and joint rate arrangements. 
The Alaska airlines are not opposed to S. 2452. We feel, however, 
that the bill should be carefully examined to determine whether the 
purpose which it seeks to accomplish, can be accomplished by an 
amendment to section 1003 of the Federal Aviation Act, and, if that is 
not feasible, whether any changes should be made in the bill to prevent 
any inconsistencies between it and section 1003. It is understood that 
there will be later hearings in Washington at which testimony of a 
technical nature can be given, and we believe the committee should 
receive such testimony at that time. All we can say at this time is that 
we are not opposed to the general purpose of S. 2452. 
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Senator Bartierr. Thank you, Mr. Petersen. 

Now, your statement is made in behalf of all the scheduled airlines? 

Mr. Perersen. Yes, sir; that is right. 

Senator Bartiterr. Any questions? Thank you. 

Mr. Barron. Specifically, why do you object to a mandatory bill, 
Mr. Petersen ? 

Mr. Perersen. As pointed out in the testimony, it has the effect 
of repealing 1003 of the Federal Aviation Act of 1938. Furthermore, 
speaking for myself, I believe legislation of this type should be per- 
missive, rather than mandatory. 

Mr. Barron. I didn’t have reference to the procedural aspects of 
the proposal, but on the merits of it, why are you opposed to manda- 
tory rates and routes ? 

Mr. Perersen. I would prefer that the really technical answers be 
given in testimony, in Washington. I am personally not prepared to 
go into the intricacies of the bill. 

Senator Bartierr. Thank you, Ed. 

Mr. Perersen. Thank you, Senator. 

Senator Barrterr. Mr. Strandberg and Mr. Hostetler. 

Glad to hear from you, gentlemen. 

Give your name and address, please. 


STATEMENT OF HAROLD STRANDBERG, REPRESENTING THE PORT 
COMMISSION OF THE CITY OF ANCHORAGE 


Mr. Srranppera. My name is Harold Strandberg, and I represent 
the Port Commission of the City of Anchorage. 

Senator Barriterr. What is your mailing address? 

Mr. SrranpserG. And my mailing address is Box 2099, Anchorage, 
Alaska. 

Mr. Hostetler will appear on certain portions of this statement, 
which I want to read into the record, and this statement is a copy of 
a letter written to you, Senator, in regard to the incorporation bill— 
the Alaska Railroad incorporation bill. I believe that is Senate bill 
2514, 

Now, we have no particular objections to the incorporation of the 
Alaska Railroad, and I do not wish to imply that our testimony here 
is in any way—should in any way be construed as indicating that the 
port commission or the city of Anchorage is opposed to this legisla- 
tion. We do feel, however, that there are some phases of it that 
should be examined. In that light, and as a result of the port com- 
mission meeting, the manager of the city of Anchorage, Mr. George 
Shannon, wrote you a letter on August 21, 1959. Since this repre- 
sents the feelings of the port commission, I think that I would rather 
read this letter into the record, and we could leave out such portions 
as may not be applicable. 

Senator Bartierr. Very well. You may read it all. 

Mr. Srranpeere. This letter was written to you on August 21, 1959, 
to Hon. E. L. Bartlett, U.S. Senate, Washington, D.C. [reading :] 


Dear SENATOR BARTLETT: Some questions have just been asked me— 


Now, this is a letter which is signed by George Shannon, City Man- 
ager. 
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I wanted you to be sure that you understood that this is a copy of 
a letter that was written to you, and George has not given us his per- 
sonal permission to read this into the record, but we are taking 
that—since he went out of town, we are taking that permission. 

Senator Bartierr. We understand, and I, for one, know that he is 
avery good letterwriter. 

Mr. SrRANDBERG (reading) : 


Some questions have just been asked me with reference to the bill before the 
Congress for the incorporation of the Alaska Railroad as a Government corpora- 
tion. You have sent me a copy of this bill but at the present time, I am un- 
able to lay my hands on it. I have read the bill and remember that its intent 
is to make the Alaska Railroad conform more with the operating procedures of 
private railroads. I also remember that the Railroad as a public corporation 
would not be subject to payment of property taxes but may enter into agree- 
ments to pay local governments for services rendered. I acknowledge that this 
would be helpful in regard to our present futile situation of receiving no moneys 
at all for services rendered, but today a new question has been asked, which 
would nullify the tax benefits of the incorporation of the Railroad as a Govern- 
ment corporation if they were permitted to revert to certain practices that are 
exercised by private railroads. 

The Alaska Railroad is distinctly interested in the city of Anchorage port as 
a competitor. The Alaska Railroad, in its reservation, has several hundred 
acres of land that are leased to private individuals for warehousing and other 
business enterprises. The revolting question asked was, “When the Railroad 
becomes incorporated, will they revert to the practice often used by private rail- 
roads of leasing land for warehousing and business activities but placing re- 
strictive clauses in their leases which would prohibit them from using any 
other form of transportation except the Alaska Railroad?’ You can see the 
implication of such a situation and the Railroad, through its powers afforded 
by incorporation, could become a detriment to the local shippers and certainly 
a detriment to the city of Anchorage in its endeavor to bring lower shipping 
costs to this part of Alaska. There is no positive indication that this is in the 
minds of the Railroad officials but, in order to prohibit such a seed to be 
planted and multiply, we would appreciate your introducing an amendment 
which would prohibit the Railroad from taking such restrictive action in their 
leasing of Alaska Railroad property to private interests. 

It has been pointed out that the original intent when the Railroad first started 
was that Anchorage would be a port city and that the Railroad would operate 
the port facility. This was further indicated by their actual building of a small 
dock in the early years and then prohibiting its usage in order to create rail- 
road traffic by the haul from Seward. We have no way of researching this 
intent, but I am sure that through your staff you could find, from the hearings 
and reports on the Alaska Railroad legislation, whether or not such intent is 
revealed. 

It has been suggested, as further security of unfair competition from the 
Alaska Railroad, that perhaps the bill should be amended to transfer the Rail- 
road’s ocean dock to the city of Anchorage for operation by the port commis- 
sion in conjunction with the new dock that is now under construction. This 
would separate the two methods of transportation, permitting each entity 
to specialize in its own particular field. 

I want to reemphasize that any benefit the city would receive from payment 
in lieu of taxes from the Railroad as a Government corporation would be 
offset many times, if the railroad were given power to exercise unfair com- 
petitive practices by placing restrictive clauses in their lease agreement for 
Railroad property, which would prohibit the leaseholders from making use of 
the cheapest form of transportation. As you know, the estimates by our feasi- 
bility engineers indicate that, after payment of expenses, bond and principal 
requirements, the Anchorage community will reap a saving of $3 million per 
year by shipping through the new port facility as compared with shipping from 
Seward by the Alaska Railroad to Anchorage. The port commission is very 
concerned with this potentiality and would like you to investigate immediately 
and keep us advised as to whet action we should take to protect our interests. 
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And it’s signed, “Very truly yours, George C. Shannon, City Man- 
ager.’ 

“Now speaking in behalf of the Port Commission, I wish to state 
that there is absolutely no indication, as far as we are concerned, that 
the railroad would do this; and I know that Mr. Anderson, I think 
that he is here, as is Mr. Manley. I hope that by reading this letter, 
that I haven’t given them some new ideas. We do feel that it’s an 
item that should be looked into, and we should be sure that the city’s 
interests are protected. The Port Commission feels that we would 
be derelict in our duty if we hadn’t called it to your attention. If 
possible, we'd like to ‘have corrective amendments made to the bill 
to assure us that this couldn’t happen. 

Now, to those who don’t remember the past—and I know that you 
do, Senator—it is foolish to say that such things can’t happen. ‘We 
all remember the cases of Heinie Berger’s shipping into the rail area, 
and Colonel Olson’s fight with Heinie Berger, prohibiting him from 
coming in, by switching trains across the tracks, and all other methods; 
so our interest is a live one. We surely would appreciate any con- 
sideration you may be able to give us and if further testimony, or 
further information may be necessary, we would like to submit it 
when the hearings are reopened in Washington. 

Senator Bartierr. Well, Mr. Strandberg, you may be assured that 
this principal point raised by Mr. Shannon will be very carefully 
considered by the committee, before it acts on this bill, if it does 
so act. We are grateful that you called our attention to the matter 
again, by reading Mr. Shannon’s letter. 

May I ask you | if the members of the Port Commission have talked 
with the management of the Alaska Railroad in connection with the 
turning over of the ocean dock to the port of Anchorage? 

Mr. SrranpperG. We had discussed it at one time. At the present 
time, the ocean dock is leased to the Army Transportation Corps of 
the U.S. Government. Any operation along this line would have to 
be the subject of the negotiations with them. At one time, we did 
have an agreement, a tentative agreement to take over the port facili- 
ties; but I believe I am correct in stating that the Port Commission 
at that time turned it down because of certain requirements. 

Senator Barrierr. Do you know how long ago that was? 

Mr. STrRANDBERG. 1953. 

Senator Bartierr. Have you ever talked with Mr. Anderson about 
this? Mr. Anderson is in the room. 

Mr. StranpverGa. No, we have not. 

Senator Barrierr. Since Mr. Anderson is present in the hearing 
room, I know that he will have heard that which you have read 
concerning the dock, and perhaps in Washington, at a subsequent, 
hearing, the Interior Department witness or witnesses, will want to 
dwell upon this recommendation offered by Mr. Shannon. 

Mr. Srranprerc. This recommendation is offered by the Port Com- 
mission through Mr. Shannon, in the letter; it was the subject of dis- 
cussion, but I ‘believe that before we enter into any serious considera- 
tion by your committee as an amendment we would most assuredly 
like the opportunity to present additional information and proposals. 

You must understand that this letter was written to you, as suggested 
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alternatives of getting around what appeared to be, to us, a possible 
difficult situation. I couldn’t speak for the Port Commission now, 
as to stating whether we would want to take the dock over; we are 
offering it here as a possible suggestion. Now, under the present 
management of the Alaska Railroad, I must state that we have had 
nothing to indicate that anything like this is in the wind. We are 
discussing the possibility of an entirely different type of organization 
which gives us concern. 

Senator Bartierr. Mr. Strandberg, divorcing yourself, if you will, 
and if you care to, from your membership on the Port Commission, 
have you had occasion, opportunity, or desire, to read this incorpora- 
tion bill, or otherwise to inform yourself upon it, to the point where 
you would want to give a personal opinion on the advisability of 
enacting this type of legislation. I know, and will inform the staff 
members, that that opinion would be based upon a lifetime of residence 
in Alaska, a member of a prominent family here with gold mining and 
other interests, and with many years of residence in the Rail Belt area. 
We would be pleased to hear what views you might entertain, as an 
individual. 

Mr. Srranpperac. Well, aside from the complications which we think 
might come up regarding the port, I must, 1n all fairness say that I 
have always felt that the incorporation of the Alaska Railroad would 
be—would react favorably to Alaska, and to the operation of the rail- 
road, as long as Alaskans have a satisfactory say in its management. 

Senator Barrierr. Do you believe that the setup of the board of 
directors as now spelled out in the bill is satisfactory, bearing in mind 
that Mr. Anderson told us that there’s no requirement that any 
Alaskan be appointed ? 

Mr. Srranpserc. No. I don’t think that that is satisfactory, at all. 

Senator Barrierr. You think that there ought to be an Alaskan 
representation ¢ 

Mr. Srranpperc. I think that there ought to be Alaskan represen- 
tation. 

Senator Bartierr. Have you read the bill, Mr. Strandberg? 

Mr. Srranppera. I read it at the time this came up; I read it in 
detail, but I haven’t read it since the Port Commission meeting in 
August, just prior to the time this letter was written. 

Senator Barrierr. Have you read this section which says that the 
railroad, in its incorporated status, may issue passes to ministers of 
religion, traveling secretary of the Railroad Young Men’s Christian 
Association, and certain others but no mention at all is made of passes 
to be issued by a group of people I always see named on my railroad 
ticket when I buy one, namely, banana peddlers? And, you are not 
the proper person to put this question to, but I can’t understand why 
they left out the banana peddlers. 

Mr. SrranpperG. Well, I must confess that I am not in a position 
to testify on this particular bill. I didn’t want to imply that I was 
endorsing this particular bill. I think that the opposite may be true. 

You asked me if I was in favor of the incorporating of the Alaska 
Railroad, and ae a corporation. I believe that would 
be beneficial. I don’t know whether this bill is what the people of 
Alaska would want. 
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We have voiced some of the objections to it that we can see, and 
some of the safeguards that we would like to see in it. I believe 
that a greater participation in the management of the Alaska Rail- 
road by Alaskans would be beneficial. 

Senator Barrierr. I will ask Mr. Barton, rather than you, because 
there is no reason why you should know, and I don’t, whether this bill 
is an outgrowth of the recommendations of the Hoover Commission ? 
Do you know the answer to that, Mr. Barton ? 

Mr. Barron. No, sir, I don’t. 

Senator Barrierr. I have in the back of my mind that it is, but I 
am not sure of it. 

Mr. Barron. The Alaska Railroad gentlemen present say “Yes” 

Senator Bartiterr. We will take their word for it. 

Thank you, Mr. Strandberg. 

Have you any questions? 

Mr. Barron. No questions. 

Mr. Srranppera. I think that the acting city manager would prob- 
ably like to express his views on this subject regarding taxation. 

Senator Barrierr. Oh, yes, he will have every opportunity to do so. 
We will be very glad to hear from you. 

Mr. Hostetler ? 

Will you identify yourself by name, and by position, and by mail- 
ing address, please ? 


STATEMENT OF C. A. HOSTETLER, COMPTROLLER AND ACTING 
CITY MANAGER OF THE CITY OF ANCHORAGE, ALASKA 


Mr. Hosrerier. Senator, my name is C. A. Hostetler. I am the 
comptroller of the city of Anchorage, and in the absence of Mr. 
George C. Shannon, our city manager, I am acting city manager. 

I should like to extend Mr. Shannon’s regrets upon the fact that 
he is not able to be here today, but he is enjoying a combined vacation 
and business trip attending the annual meeting of the International 
City Managers’ Assoc iation at St. Louis. 

T should like to speak briefly on S. 2514, the railroad incorporation 
bill, and specifically, upon section 9 of the bill. I should like, with 
your permission, to quote—it is quite short—it is on page 12, lines 
14-24; 

Upon the request of the State of Alaska or a political subdivision thereof in 
which property of the Company may be located, the Company is authorized to 
enter into an agreement, and to consent to a renewal or alteration thereof with 
such State or subdivision thereof for the payment by the Company of sums for 
services and facilities provided to the Company; such sums shall be fixed in 
such agreement, and shall be based upon the cost of the public or municipal 
services to be supplied for the benefit of the company but taking into considera- 
tion the benefits derived by such State or subdivision from the Company. 

I think that all of us in the city administration are happy to see 
that, at long last, the Interior Department, which apparently has 
prepared this bill. 3 is recognizing some sort of responsibility on behalf 
of the railroad to the State, and more of course, to the city, for cer- 
tain facilities that the city is rendering to the railroad, and has for 
some time, without any remuneration. 

I think, Senator, that you will recall our rather abortive and futile 
efforts to obtain payment from the railroad for fire services which 
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have been rendered gratis by the city, since the city took over 
the railroad fire department some years ago. You will recall, I be- 
lieve, that the railroad itself, or the management thereof, recognized 
that the railroad was saving approximately $75 thousand by the 
operation of their fire department by the city; and that at one time 
we did have an agreement which provided that the railroad would 
reimburse us $2,500 a month. This agreement was, in effect, declared 
null and void, I believe, by the General Accounting Office, and then 
we never did obtain any payments; and then, again, we had another 
agreement that provided for the furnishing of certain services at the 
rate of $1,343 a year. The railroad made a couple of payments on 
that one, and then I believe it was as of June 30, 1958, they canceled 
the thing unilaterally on the ground that it was illegal for them to 
make any payments for the services that were in this agreement. 

I think, Senator, that you will also remember that in 1958 you 
introduced H.R. 4360. This, of course, was when you were our able 
Delegate in Congress, to permit the railroad to make payments to 
the city for fire services specifically; and, to my knowledge, that bill 
never was enacted. 

The reason I go into this little past history is that I believe that it 
would be very desirable if section 9 were broadened to permit retro- 
active payments to the city, at least for such sums that the railroad, 
in effect, at one time, was obligated to pay, and then did not pay, be- 
cause of certain legal difficulties; and I would suggest, sir, that this 
section 9 be broadened to make, or to permit retroactive payments. 
You will notice, sir, that it says that such sums shall be fixed and such 
agreement shall be based upon the cost of the public and municipal 
services to be supplied, which I assume would be retroactive, or would 
be prospective only, and not retroactive in its application. 

I believe, sir, that the committee might well consider something 
along that line. It would be to the benefit of the city, and would, in 
effect, honor the Federal Government’s agreements on which—well, I 
guess I shouldn’t use the word “welched”—but that’s almost the proper 
word for it. 

I believe, sir, that you are also familiar with S, 910—and this is a 
bit of a digression—which is a bill in the Senate to permit local gov- 
ernment payments and assessments; and, sir, we, of course, are inter- 
ested in that, but that is not germane to the particular problem. 

I would like to introduce into the record our new city charter, 
which was enacted by the voters on October 6 with particular refer- 
ence to chapter LX, page 24, sir—and I will give you this—I should 
like to read it, and it is very brief: 


CHAPTER IX. INTERGOVERNMENTAL RELATIONS 


AGREEMENTS FOR TRANSFERRING POWERS 


Sec. 9.1. Agreements, including those for cooperative or joint administration of 
any function or power, may be made by the council with any local government, 
with the State, or with the United States unless otherwise provided by law. 


and 
COOPERATION WITH OTHER GOVERNMENTS 


Sec. 9.2. The city may cooperate with the United States, with the State, or its 
political subdivisions, or with other States and their political subdivisions on 
matters of common interest. For this purpose the council may make all neces- 
sary appropriations. 
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Sir, I believe that this evidences the desire on behalf of the city, and 
the citizens, by their enactment of this new charter, with these provi- 
sions, that the city will have full power to cooperate with other 
branches of our wonderful government to the benefit of all concerned. 

I think that that is about all. 

Senator Bartierr. The charter will be accepted for the files, and 
the sections you quoted 

Mr. Hostetter. Chapter LX, sir. 

Senator Bartierr. Will be inserted into the record. 

We appreciate your statement. The matter to which you speci- 
fically directed your attention will receive the attention of the com- 
mittee. I don’t need to tell you because you already know, that it is 
tremendously difficult. to go back, but I can guarantee you that this 
will be brought to the attention of the committee. 

Just so there will be no possible bit of misunderstanding—although 
I think that you made it altogether clear—it was not the opposition 
of the Railroad, nor yet of the Interior Department, which resulted 
in the failure of passage of the bill to reimburse Anchorage for fire- 
fighting. Other considerations were involved. 

Mr. Hostetter. I understand that very well, Senator. We have al- 
ways received the utmost cooperation from the administration of the 
Railroad on these problems; unfortunately their hands have been 
tied, to date, on some of them. 

Senator Barritetr. Yes, we ran afoul of the fact that it was dis- 
covered that this wasn’t a local situation, but one which, in one form 
or another, had occurred and reoccurred, in many places; and even 
so, except for an unfortunate event, we might have put this bill 
through. 

Thank you very much for your testimony. 

Mr. SrranpperG. I want to thank you for the opportunity to testify. 

Senator Bartierr. Thank you, Harold Strandberg. 

Mr. McDonald, of the Order of Railroad Telegraphers. 

Mr. McDonatp. First, I would like to apologize to the chairman, 
for not having a prepared statement here that I am going to testify 
on, but 

Senator Barrett. You don’t need to apologize. We probably will 
be much better instructed if you just deliver from the cuff. 

Mr. McDonaxp. Thank you. 








STATEMENT OF RAYMOND McDONALD, AGENT, ALASKA RAILROAD 
AT CURRY, ALASKA 


My name is Raymond McDonald, Curry, Alaska, and I am the 
agent for the Alaska Railroad at Curry, Alaska, at the present time: 
also general chairman of the Order of Railroad Telegraphers; and I 
am speaking, this afternoon, also for the American Train Dispatchers 
Association, the Brotherhood of Railroad Carmen of America, the 
American Federation of Government Employees, the International 
Association of Machinists & Boilermakers. 

We would like to go on record as being for Senate bill 2514, the 
incorporation bill, with a few exceptions. 

51709—61——12 
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On page 5, line 12 and line 13, strike out “to establish an efficiency 
or merit rating sy stem.’ 

We on the Alaska Railroad, as well as on the Alaska Railroad 
outside, have a seniority system, and this management is protected 
by a clause which states if you cannot qualify with 30 days, or 60 
days, that you will give up the position and revert back to the extra 
board, or to the former position. 

On page 5, lines 14, 15, and 16, I would—I will pass that right now. 
It is a question that I wish to ask, and I will ask the questions at the 
end of this if you don’t mind. 

Page 5, lines 17 through 20, “Establish rules governing promotion, 
demotion, retention, discharge, layoff, recall, and seniority of em- 
ployees, settlement of grievances and disputes and related personnel 
policies.” 

On that we would like to go on record that we would prefer to have 
the grievances and disputes referred to the National Labor Adjust- 
ment Board, the Third Division, for settlement, when we cannot settle 
on a local basis. 

On line 6, between lines 3 and 4—excuse me, page 6, between lines 
3 and 4, we would like a clause to be inserted requiring that the Alaska 
Railroad Company be required to recognize and to follow the present 
agreements with recognized unions until such time as new agreements 
are negotiated. 

The way the bill stands, it states that the Company may negotiate 
with unions but provides no interim consideration; in other words, 
when incorporation would take over, our present union agreements 
would be out, and we would like those to continue on until such 
time as new ones, if necessary, would be negotiated. 

Page 14, line 9, the words—that would be lines 9 and 10—“The 
C yompany shall also pay the employers’ cost of employers’ insurance, 
medical”. We have our own medical plan at the present time and we 
would like that to stand, as is. 

Senator Barrierr. Can I interrupt you right there, Mr. McDonald? 

Mr. McDonatp. Yes, sir. 

Senator Bartierr. To ask you if this determination has been made 
after the recent passage of a new health insurance plan for Govern- 
ment employees and an opportunity for you to ev aluate that? 

Mr. McDonarp. No; that was made before the passage of that. 
We were unaware, up to this time, that that had passed. 

Senator Barrierr. You will be given permission to file a supple- 
mentary statement, if you care to wits so, regarding this particular 
recommendation. 

Mr. McDonaup. Thank you. 

Mr. Baynton. May I ask a question ? 

Senator Bartierr. You may. 

Mr. Baynton. Mr. McDonald, you just mentioned the word “medi- 
cal” on line 10, page 14. You also stated that you had your own 
medical plan, I believe, and that you wanted that to stand. 

Mr. McDonarp. That is right. 

Mr. Baynron. For the record, do you want the word “medical” out 
of the bill, or in the bill, or what? 

Mr. McDona.p. “Medical” out—or excluded from the bill. 

Mr. Baynron. Allright. Thank you. 
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Mr. McDonatp. On page 8—excuse me for going back. 

Senator Barrierr. That is all right. 

Mr. McDonacp. Section 6, “With respect to selection of a board of 
directors” from line 5 through line 14, our group feels that this is 
important in promoting employee interest in the welfare of the com- 
panys and loyalty to the company. It is suggested that the section 

e revised to read that: 

The management of the company shall be vested in a Board of Directors 
consisting of seven members, four of whom shall be appointed by the Secretary 
of the Interior, two of whom shall be selected by agreement of the recognized 
unions representing employees of the company, the seventh member to be selected 
by the first six members. No more than two members of the Board will be 
appointed or selected who have not had actual railroad experience. 

And on line 20, beginning with the next to the last word concerning 
Board meetings : 


Once more we stress our opinion that distance obscures conditions and dims 
the views. 


This portion should read : 


The Board should meet at least quarterly, at least two of which meetings each 
calendar year shall be held in Alaska. 

Senator Barrierr. Now, just a moment. You recommended the 
word “two” to be substituted for the word “one” ¢ 

Mr. McDonatp. That’s right. 

Senator Barrierr. I did not get, Mr. McDonald, I am sorry to say, 
your recommendation pertaining to the first paragraph in section 6. 

Mr. McDonavp. “Promoting’—or “The management of the com- 
pany shall be vested” ? 

Senator Barrierr. Yes. 

Mr. McDonatp. “* * * ina Board of Directors, consisting of seven 
members”—that is as stated, except that “four of whom shall be ap- 
pointed by the Secretary of the Interior; and two of whom shall be 
selected by agreement of the recognized unions representing the em- 
ployees of the company, and the seventh member to be selected by the 
first. six members.” 

Senator Barrietr. Now, wait a minute. Let me get this straight. 
We have, in the bill as drafted, section 6 which states: 

The Board of Directors shall consist of seven members, all of those seven 
members are to be appointed by the Secretary of the Interior, and they are to 
serve at his pleasure, with no fixed term; four members of that seven-member 
Board shall be officers and employees of the United States; one of those four 
may be the general manager of the Railroad Company, but there is no require- 
ment that he be designated ; and then three, the remaining three members of the 
Board are so-called public members, and two of them are required to have had 
experience in the operation and management of railroads. 

Now, you would change that, just how ? 


Mr. McDonatp. That, where it says “four members of the Board 
shall be appointed”— 


Four members of the Board shall be officers and employees of the United States 


of whom one may, at the discretion of the Secretary, be the General Manager 
of the Company. 


That—I am sorry—— 
Senator Bartterr. Is this it, Mr. McDonald 











ALASKAN AND HAWAIIAN TRANSPORTATION 


174 





Mr. McDonaxp. I am sorry. Instead of the—what we wanted was 
the appointment. 


The management of the Company shall be vested in a Board of Directors, con- 
sisting of seven members— 


that is as the bill is now written. 
appointed by the Secretary of the Interior. 


We wish the Secretary of the Interior to appoint four of the mem- 
bers, and the employees’ unions representing the Company to appoint 
two members of the Board and then the seventh member be appointed 
by the other six members. 

Senator Barrierr. Now, would you have the two members to be 
appointed by the union groups, officers and employees of the United 
States, public members; or wouldn’t it matter, so far as your recom- 
mendation is concerned, whether they were public officials, or not ? 

Mr. McDonaxp. As long as they had railroad experience 

Senator Bartierr. And you would still hold the seven-man board / 

Mr. McDona.p. That’s right. 

Senator Bartierr. Thank you. I think that that is clear. 

Mr. McDona.p. I believe that that is all of my testimony there, 
but I have some questions that I would like to bring up, if I could, at 
this time. 

Senator Bartierr. Well, Mr. McDonald, let me say this: You may 
ask those questions, and I hope that you do; and none of us, naturally, 
will seek to answer them, but they will be on the record, for later con- 
sideration, study, and for presentation in Washington, at later hear- 
ings; we will make every effort to ask those questions of those techni- 
cally proficient in this subject. 

Mr. McDonap. Thank you. 

First, under “Incorporation,” would our present annual and sick 
leave policy rules be changed? And, 

Second, will the incorporation—will the company promote person- 
nel from within the organization, rather than hire from out of State / 
And the meaning there is, if they have qualified men on the railroad, 
shall they move up to promotions, rather than hiring from out of State 
for these promotions ? 

Third, what will be the effect of the incorporation upon our present 
retirement plan and policy ? 

Will it still be the Government retirement, under the Interstate 
Commerce Commission, or will it be changed to railroad retirement as 
the stateside railroads have ? 

I believe that is all, that I have, at this time. 

Senator Barrierr. Those questions will be put later. And, we hope, 
answered. 

One question from me to you, now : 

What is your recommendation regarding retirement ? 

Mr. McDona.p. Speaking for the Order of Railroad Telegraphers, 
I have not consulted the others on this question: I prefer that it stay 
as it is. 

Senator Bartierr. Mr. McDonald, I urge upon you that your or- 
ganization study as promptly as possible, this new Government health 
plan, because it might possibly alter your conclusions as to medical 
care and associated features. 
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Mr. McDonaxp. I believe, on that matter, Senator, there is a clause 
in our last negotiations which states that at any time if the Govern- 
ment should come up with a health insurance plan, that was equal to 
or better than we now had, we would adopt it. 

Senator Bartierr. If you will send on a written statement on that, 
later, to the Senate Interstate and Foreign Commerce Committee; 
and also, I should suggest, Mr. Perley, to the House committee? 

Mr. Peritey. The House Committee on Interstate and Foreign 
Commerce. 

Senator Bartierr. And write the first letter addressed to the at- 
tention of Mr. Frank Barton; and the House letter to 

Mr. Pertey. Dr. Andrew Stevenson. 

Senator Barrierr. Thank you, Mr. McDonald. 

Mr. McDonatp. Thank you. 

Senator Barrierr. Mr. O'Neil. 

Mr. O’New. Mr. Chairman. Dennis O’Neil. 

Senator Bartierr. Glad to have you here, Dennie. 

Mr. O’Nett. Dennis FE. O'Neil, Anchorage, Alaska. 

Senator Barrierr. Give your mailing address, please. 

Mr. O’New. 1416 G Street. 





STATEMENT OF DENNIS 0’NEIL, REPRESENTING THE BROTHER- 
HOOD OF LOCOMOTIVE FIREMEN AND ENGINEMEN AND THE 
BROTHERHOOD OF RAILROAD TRAINMEN, ANCHORAGE, ALASKA 


Mr. Chairman, I represent the Brotherhood of Locomotive Fire- 
men and Enginemen, and also the Brotherhood of Railroad Train- 
men, both located in Anchorage, Alaska. 


1. We are highly in favor of incorporating the Alaska Railroad— 
with the exception of section 10, paragraph (a). 


The Alaska Railroad is a common carrier and we feel it should be required to 
adhere to the practices and policies of the railroad industry as a whole. 

2. Senate bill 2514 states in part, section 4, paragraph (g) : 

“In order to permit to the extent practicable the adoption by the Company 
of the personnel policies and practices of the railroad industries.” 

We feel that section 10, paragraph (a) does not carry out the expressed intent 
of section 4, paragraph (g). Section 10, paragraph (a) specifically applies only 
to the train and enginemen of the Alaska Railroad while others are exempt from 
section 23 of the act of March 28, 1934, by section 4, paragraph (g) part (v) of 
Senate bill 2514. 

Section 10, paragraph (a) is a direct opposite of anything found in the rail- 
road industry and it destroys the intent of placing the Alaska Railroad on a 
comparable basis with the railroad industry. 

Therefore, we respectfully request section 10, paragraph (a) be deleted in 
its entirety and all the employees be placed on an equal basis by being exempt 
from section 23 of the act of March 28, 1934. If this were done, we would have 
no objection to Senate bill 2514. If not, we wish to go on record as opposing 
Senate bill 2514, as in its present form it does not carry out its objective, or 
stated intent. 


Senator Bartierr. Does that conclude your testimony ? 

Mr, O’Net. That is it. 

Senator Barrierr. Thank you, Dennie, I don’t know, but I think 
that we should know, by and by, why section 10(a) was placed in the 
bill; it seems to me to be an administrative matter that more properly 
could be under the control of the Board of Directors instead of being 
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spelled out in law; perhaps there is some good reason why it was 
placed in here, but 

Mr. O’Net. I thought that the object of the bill, Senator, was to 
put us on a comparable basis with the railroad industry ; and that cer- 
tainly does not do it. 

Senator Bartierr. Well, I assure you, Mr. O'Neil, you represent 
whom ? 

Mr. O’Nett. The trainmen and enginemen of the Alaska Railroad— 
the operating employees. 

Senator Bartterr. You represent all of the operating employees? 

Mr. O’Netz. That is true. 

Senator Bartuiert. I assure you that their views on this as reported 
by you, will receive the very careful consideration of the committee, 
and we will find out why any language at all dealing with this sub- 
ject was placed in the bill; and why an action was taken which you 
say is so different from that in norma] railroad practice. 

Mr. O’Netz. It doesn’t live up to its intent as spelled out here in 
the bill. There must be a reason for that, and I would like to know 
why. 

Senator Bartierr. We will seek to ascertain; and if we do, we will 
let you know. Thanks, Dennie. Give me your paper. 

Mr. O’Neu.. Thank you. If you can read it. 

Senator Bartierr. Thanks, Dennie. 

Mr. O’New. OK, 

Senator Bartierr. Mr. Stakem, would you care to be heard, at this 
time ? 

Mr. Sraxem. Yes, I would; Senator. 
Senator Bartterr. We will be glad to hear you, then. 





STATEMENT OF HON. THOMAS STAKEM, MEMBER, FEDERAL 
MARITIME BOARD, WASHINGTON, D.C. 


Mr. Staxem. My name is Thomas Stakem, Federal Maritime Board, 
8049 General Accounting Office Building, Washington, D.C. 

Senator, the purpose of asking for a little time while the sessions 
are on of your committee here in Alaska, was to place in the record 
for further discussion, a new draft bill, which is a little different from 
both 2451 and 2452; and, I realize that there will be further hearings 
in Washington, on this subject, before any particular bill is finally 
presented to the Congress, and it is because we wanted the draft— 
further draft of the Maritime Administration before the committee, 
that I wanted to take your time today. 

Senator Bartierr. We are especially glad you came to the hearing, 
Mr. Stakem. 

Mr. Straxem. I would like to first present for the committee, a state- 
ment in support of the Joint Board concept for through rates— 
through routes and joint rates. 

I have a limited number of copies of this—I should have more by 
Monday, if my mail arrives from Washington. 

Senator Bartierr. Well, Mr. Stakem, may I ask you a question at 
this point ? 

Mr. Sraxem. Yes, sir. 
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Senator Bartiert. Providing your mail does arrive from Washing- 
ton, would you have as many as say, half a dozen additional copies—— 

Mr. Staxem. Yes; I will have. 

Senator Bartiert. For local distribution ? 

Mr. Stakem. Yes; I will have. 

Senator Bartierr. And where, would you suggest that anyone who 
might want them would be able to obtain them ? 

Mr. Sraxem. They can obtain them at my office, in Washington, or 
here, at my hotel, 203 The Westward. 

Senator Barrierr. I am sure that you will have some calls Monday. 

Mr. Straxem. As I said, the statement itself, which I will not read, 
at the present time, is a support of the Joint Board concept. 

There is attached to the statement, a new draft, revised as of October 
15, 1959. 

‘And I would like to take a few minutes, later on, and to point out the 
differences between the new draft and the present two bills, S. 2451 
and S. 2452 and their House counterparts. 

Senator Bartiterr. You say, Mr. Stakem, that you do not propose to 
read your statement in its entirety ? 

Mr. Staxem. That’s right. 


Senator Bartrierr. It will be included then, in full, in the record. 
(The full statement follows :) 


Senator Bartlett and the members of both the Senate and House committees 
should be commended for giving the people of Alaska the opportunities this 
hearing affords, and I want to thank them also for the opportunity to appear here 
today. 

The subject of transportation is particularly vital to the people of Alaska. 
Most of the trade between Alaska and the other States is carried on by water. 
In the foreseeable future this will continue to be true. 

No other State with the exception of Hawaii has so vital an interest in water 
transportation. Nowhere in the contiguous States is the cost of transportation 
by water, land, or air of such significance as in this State of Alaska. 

The continuing increases in all such costs are, therefore, of much concern to 
Alaskans. This fact is well known and I believe well understood by the Federal 
Maritime Board. The best hope for decreases in cost lies in development of more 
efficient service. 

The handling of unitized freight—containerized cargo via integrated ship, 
motor, and rail services with through routes, under one bill of lading, through 
door-to-door service with minimum handling, stowing, packing, and repacking is 
the real opportunity for less costly transportation. 

It is for this reason that we of the Federal Maritime Board wish to encourage 
all modes of carriers in every possible way in devising and instituting such serv- 
ice. I shall hereafter discuss this in detail. We believe this objective can best 
be obtained through the medium of a coordinated Joint Board of the several 
regulatory agencies specializing in the various forms of transportation. 

Since the basis of the position of the Federal Maritime Board on the bill S. 
1507 and the bill H.R. 6244 has been discussed in detail at the hearings in Wash- 
ington, my testimony here will merely summarize reasons why it is the unani- 
mous position of the Board to oppose 8S. 1507 and its counterparts in the House, 
title III of both H.R. 6244 and H.R. 9048. 

Thereafter, I will discuss the Joint Board approach to coordinated transporta- 
tion contemplated in S. 2451 and 8S. 2452 and their counterpart House bills, 
H.R. 8520, H.R. 8521, H.R. 8564, and H.R. 8565. 

The bill S. 1507 is described in its title as a bill to make the Interstate Com- 
merce Act, as amended, applicable to transportation by water between ports in 
the State of Alaska and other ports in the United States, and for other purposes. 

S. 1507 and titles III of both H.R. 6244 and H.R. 9048, in conjunction with part 
III of the Interstate Commerce Act, added to that act by the Transportation Act 
of 1940, would confer upon the Interstate Commerce Commission jurisdiction 
over water carriers with respect to Alaska similar to that which it has with 
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respect to other States. This would carry with it a system of regulation which 
requires certificates or permits for the institution or expansion of carrier service. 

Such certificates or permits are usually obtainable, if at all, only after pro- 
longed and costly administrative—and sometimes judicial—proceedings. This 
could well act as a deterrent to the establishment of a needed service. 

The certificate and permit system has deprived water carriers presently cov- 
ered by the Transportation Act of 1940 of that flexibility of operation that is so 
basic to the successful conduct of water transportation. A water carrier should 
be free to go where the cargo is and to take cargo where its owners wants it 
to go. 

As a natural avenue of commerce, the public interests demand that the water- 
ways be utilized to the fullest extent. This is especially true in Alaska which 
is entering a new era of growth and development. 

For the most part water carriage is the principal mode of freight transporta- 
tion available to Alaska, and no sound reason has been advanced to require the 
operator to obtain certificates or permits as a condition to engage in transporta- 
tion to and from this State. 

The development of Alaska may well be retarded if water carriers are not free 
to establish and extend services to meet the needs of commerce as the economy 
of this State develops. 

Through service on the basis of proportional or export rates such as exists in 
the foreign trade would be beneficial in the Alaskan trade. Even more benefi- 
cial would be through routes on the basis of joint single factor rates. Since 
neither has developed under the Transportation Act of 1940, their development 
for Alaska, if made subject to that act, would be extremely doubtful. 

At the risk of being repetitious will allude again to the fact that the brightest 
prospect for improved, less costly transportation lies in through door-to-door 
Service using containers or other large cargo units. ; 

This is recognized by the railroads who have embarked upon widespread proj- 
ects involving the so-called piggybacking of truck trailers and containers suit- 
able for handling by motor and water carriers. 

Serious and concerted efforts are being made to standardize containers. The 
Maritime Administration has a special committee working on this subject in 
cooperation with industry groups and the National Academy of Science. A 
study by a committee of the National Defense Transport Association has also 
been completed on this subject. 

It is our opinion that container freight service represents the most promising 
step forward during the past decade in the evolution of our transportation sys- 
tem. Its recent appearance on the national scene has demonstrated the im- 
portance of this form of transportation to the commercial needs of our ex- 
panding economy. The use of containers speeds up terminal operations while, 
at the same time, it cuts handling costs at all stages of the through movement. 

Faster ship turnaround is one of the main features of container operation 
which is of real significance to the water carrier. I might add here that both 
the Alaska and Hawaiian trades have already enjoyed some of the benefits of 
container service. The expansion of such services will be possible under the 
Joint Board bill. 

The desirability of one bill of lading and one freight bill which will cover 
all of the costs from the origin to the destination cannot be overemphasized. 

The one tariff will state in plain and unequivocal terms the complete costs, in- 
cluding all incidental charges, for transporting the property in question, from 
the shipper’s door at the origin point to the consignee’s door at the destination 
point. 

This will be true regardless of the number of carriers involved or the various 
modes of carriage that were used on the interchange, transfer points or par- 
ticular routes over which the through transportation was effectuated. The use 
of the simplified bill of lading (in lieu of two or three) will in and of itself 
effect substantial reductions in administrative expenses to all classes of the 
shipping public. 

On small lot shipments or less-than-carload traffic the use of containers is just 
as feasible as on large volumes or so-called carload movements. The small lot 
shipper merely brings his cargo to the carrier’s terminal or container yard where 
his cargo is placed in the container along with other small lot shipments. Under 
this arrangement the carrier seals the container but in all other respects the 
small shipper will receive the same treatment as the volume shipper. 

To take full advantage of the efficiency and savings involved in through 
door-to-door transportation requires many changes in customary transportation 
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practices. Perhaps the most important—certainly of major consequences—is the 
establishment of through routes over which freight can be shipped on a single 
factor rate. 

For example, under a single bill of lading and rate, a truck could call at a 
shipper’s plant, pick up his shipment, carry it over the road to a rail line, 
transfer the trailer or container to a rail car for movement to seaboard where 
the container would be lifted with a minimum of labor to the ship. 

At the ship’s port of destination the container could be lifted off the ship 
to a rail car or truck for ultimate delivery, under original seal, to the consignee. 
The point I emphasize is the fact that the shipper would deal with only one 
earrier in all matters concerning the bill of lading, the payment of freight, 
claims for damage, tracing of cargo, and similar problems. All matters con- 
cerning the arrangements between the carriers involving the division of the 
freight revenue, responsibility for damage, etc., would be settled by the carriers 
under the through route agreement without in any way involving the shipper. 

On so-called traditional modes of shipping where the cargo moves in con- 
ventional types of shipping containers and break bulk must be effected at ports 
or transfer points, the through one-factor joint rate under the simplified bill of 
lading will still have many attractive features which will inure to the benefit 
of the public. 

For example, the shipper will know at a glance his precise costs which will 
cover the through transportation service. He will have only one carrier with 
whom he will be able to discuss all of his traffic problems instead of several. 

That carrier will be located at or near the shipper’s origin point and that 
carrier will be responsible to the shipper, who need not look elsewhere for 
answers to his problems. The shipper will only be required to pay one carrier 
for the full costs of shipping his freight. 

The shipper will receive better service because of the greater flexibility which 
is inherent under an interchange arrangement entered into between the par- 
ticipating lines. Loss and damage claims will be settled more promptly because 
the responsibility for safe carriage is shared by all of the involved carriers in- 
stead of being divided and unassociated as it is under present arrangements 
where the combination of local rates over the individual lines is assessed. 

Thus it is our belief that if savings to the carriers can be made and we are 
certain this can be accomplished under our program, it will mean lower rates 
and better service. The carriers, the shippers, and the public at large will all 
share in the benefits. 

It would be grimly ironic to permit technological improvements, such as con- 
tainerized freight and the simplified bill-of-lading procedure, to be lost in the 
maze of past transportation procedures. New laws are needed to add a spark of 
vitality to our transport system. 

Through routes have not developed under the Transportation Act of 1940. 
They are sure to develop under the Joint Board concept. They must develop if 
progress is to be served. Progress in transportation is important to the whole 
Nation. In the case of Alaska, it could set the tempo of its economic develop- 
ment. 

The problem, of course, is how to fit all forms of transportation together into 
a transportation system that will be of the greatest benefit to our commerce, that 
will recognize the inherent advantages of each mode of transportation and will 
make the greatest possible use of those advantages but at the same time will be 
fair to each without permitting any one mode to become dominant to the detri- 
ment of the others. 

In approaching the solution we must recognize that land, air, and water all 
offer different transportation facilities; they are not the same and they cannot 
be fitted into an identical transportation pattern. Their transportation prob- 
lems are not the same and the rules cannot be the same for each; a good rule 
for one could be the death knell for another. 

In seeking for a greater degree of coordination and cooperation between the 
various forms of transportation, no one agency or transportation medium should 
be dominant. 

The Federal Maritime Board believes that the suggestion which will have the 
greatest chance to succeed is the establishment of a Joint Board consisting of 
an equal number of representatives from the three agencies dealing with land, 
sea, and air transportation to consider and pass upon matters involving the 
establishment of through routes and rates via the various and different types of 
transportation and in general to review problems of joint concern or interest 
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with the objective of coordinating the Nation’s transportation system in the in- 
terest of the public and all types of carriers. 

This suggestion I proposed, on behalf of and with the unanimous consent of 
the Federal Maritime Board, in hearings before the Senate and House Commit- 
tees in Washington. I am here in Alaska to advocate it as the positive approach 
to our problem. 

I would like to refer again to the Washington hearings by recalling that the 
Joint Board concept received the support of a number of witnesses including Hon. 
John J. Allen, Under Secretary of Commerce for Transportation, who endorsed 
the approach on behalf of the Department of Commerce. 

At the request of the Senate committee a draft bill for the establishment of 
a Joint Board was prepared by the Federal Maritime Board and submitted to 
the committee shortly after the termination of its hearings. 

Thereafter the draft bill was introduced by Senator Bartlett as S. 2451. A 
second bill was also introduced by Senator Bartlett under 8S. 2452. In the House 
of Representatives Congressman Tollefson introduced H.R. 8520 and fi R. 8521, 
while Congressman Rivers introduced H.R. 8564 and H.R. 8565. H®. 8521 and 
8564 are the House counterparts of S. 2451, while H.R. S520 and $555 are the 
counterparts of S. 2452. 

These two sets of Senate bills and the House counterpart bills differ in concept 
in respect to the authority of the Joint Board to require the esiablishment of 
through routes. S. 2451 and its counterparts give the Joint Board such author- 
ity. S. 2452 and its counterparts would make the establishment of such routes 
discretionary with the carriers. 

It will be further noted that S. 2451 and its counterparts be construed as 
applying to through routes and rates via carriers all of whom are subject to 
the same regulatory agency. For instance, it has been suggested that it might 
apply to through routes between motor and rail carriers. 

As the bills indicate, however, it was and is the intention to apply the bills 
only to transportation to or from Alaska or Hawaii involving carriers subject 
to the jurisdiction of two separate Federal regulatory agencies. 

Although only Alaska and Hawaii, because of their recent admission to state- 
hood, were in the minds of the draftsmen, there would appear to be no good 
reason why the Joint Board approach should not be extended to the coordination 
of transportation to and from noncontiguous territories and possessions of the 
United States. 

We do not believe, however, that there should be any change for misinterpreting 
the bill as applying to arrangements between two or more classes of carriers sub- 
ject to the same regulatory agency. 

Out of an abundance of caution, however, we have prepared a revised draft 
bill which we offer in lieu of the provisions set forth in 8. 2451. It eliminates 
any possible misunderstanding of Joint Board jurisdiction and contains other 
refinements. This draft is attached to copies of my statement. 

Considering the time scheduled for these hearings and the desire of the com- 
mittee to hear other witnesses, I do not propose to discuss the technical features 
of the bills. I am, however, submitting memoranda, prepared by the staff of 
the Federal Maritime Board analyzing the draft bill and explaining the differences 
between the new draft and S. 2451 and S. 2452. <A nontechnical summary of the 
Board’s proposal is as follows: 

1. The Joint Board should be composed of a like number of members of the 
FMB, ICC, and CAB. 

2. The Chairman of each regulatory agency should name its members to serve 
on the Joint Board. 

8. The law should specify that carriers subject to ICC, FMB, or CAB may 
establish through services and joint rates with each other. 

4. The Joint Board should have original jurisdiction in all disputes arising out 
of through routes and rates. 

5. Carriers establishing through services and joint rates should be permitted 
to agree on just, reasonable and equitable divisions of such joint rates, fares or 
charges. 

6. The issuing carrier should file with the Joint Board tariffs of all joint 
rates, fares, and charges. Same for divisions of rates, ete. 

7. If a carrier refuses to join in establishment of a through service or joint 
rate with any carrier subject to another regulatory agency, the initiating carrier 
may appeal to the Joint Board. Upon such appeal or on its own motion, if the 
Joint Board after hearing, considers establishment of the proposed through 
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service and joint rate to be in the public interest, it may require the establish- 
ment of such through service. 

8. If divisions of joint rates cannot be agreed upon which are fair and equi- 
table, the Joint Board may prescribe divisions. 

9. The Board will select its examiner for particular cases from the examiners 
employed in the regulatory agencies. 

10. The Joint Board will elect its own Chairman from the named members. 

11. The Joint Board’s decision will be final, subject only to court review. 

We are realists enough to know that, whatever bill may be enacted, defects 
will be uncovered in the course of its administration which in all likelihood will 
require requests to Congress for classification or correction. 

We are, therefore, not as much concerned with whether any particular bill is 
passed as we are in having some congressional authorization setting up a Joint 
Board and making possible the institution of a program aimed at a coordinated 
transportation system. We know that some carriers will make every effort vol- 
untarily to put through routes and joint rates into effect. This cannot be done, 
however, without the agreement of the other carriers who must participate. 

For this reason we believe it would be preferable to give the Joint Board the 
authority, after a hearing and upon proper finding, to require participation by 
carriers. It must be shown, however, that the carriers are fit and able to per- 
form the joint services and all required obligations. 

On the other hand, we are willing to concede that the permissive bills may 
prove adequate to meet the objectives herein sought. Time in the end will give 
the complete answer. It should be noted, too, that the Joint Board will after a 
year’s operation, make its report to Congress with appropriate suggestions to 
improve the law. 

In conclusion, I wish to thank the members of the committees for so patiently 
listening to my advocacy of this proposal, which I believe holds the key to better 


transportation for the Nation and to a more rapid development of the economy 
of Alaska. 


Mr. Staxem. The draft bill that I am speaking about is attachment 
1 to the statement that I have presented. 


(The attachment follows :) 


ATTACHMENT I 


A Draft Bill (revised Oct. 15, 1959) to establish a Joint Board for through routes and 
joint rates to promote coordinated land, air, and water transportation services between 
auaene, Hawaii, island territories, and possessions of the United States and the other 
states 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That it is hereby decinved to be the purpose 
of this Act to foster sound economic coordination of transportation services by 
air, land, and water in the interest of the commerce and national security of 
the United States by the establishment of through routes and joint rates for the 
transportation of property by carriers subject to regulation by the several 
transportation agencies. 

Sec. 2. (a) There is hereby created a board to be known as the Joint 
Board for Through Routes and Joint Rates (hereinafter referred to as the 
Joint Board). It shall be composed of one member seleced by the Chairman 
of the Interstate Commerce Commission from among the Commissioners thereof, 
one member selected by the Chairman of the Federal Maritime Board from 
among the members thereof, and one member selected by the Chairman of the 
Civil Aeronautics Board from among the members thereof. The Joint Board 
shall serve as members for a period of one year, but shall be eligible for re- 
election. In case of a vacancy, a member shall be selected to serve the re- 
mainder of the year in the same manner as the predecessor was selected. A 
quorum of the Joint Board shall consist of two members, and the affirmative 
votes of any two members of the Joint Board shall be sufficient for the dis- 
position of any matter which may come before it. 

(b) The Joint Board is authorized, without regard to the civil service and 
classification laws, to appoint and preseribe the duties and fix the compensation 
of a secretary of the Board. The Joint Board is authorized to use, with their 
consent, the available office space, services, supplies, equipment, personnel, and 
facilities of the Interstate Commerce Commission, the Federal Maritime Board, 
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and the Civil Aeronautics Board in carrying out the functions of the Joint Board 
under this Act, such use to be subject to the supervision of the Director of the 
Bureau of the Budget. 

Sec. 3. (a) The Joint Board is authorized and directed to prescribe rules 
and regulations and issue such orders as may be necessary or appropriate to 
carry out the purposes of this Act. 

(b) All orders of the Joint Board shall take effect within such reasonable 
time, not less than thirty days, and shall continue in force until its further 
order, or for a specified period of time as shall be prescribed in the order, 
unless the same shall be suspended or modified or set aside by the Joint Board, 
or be suspended or set aside by a court of competent jurisdiction. It shall be 
the duty of every carrier subject to this Act, its agents and employees, to 
observe and comply with such orders so long as they remain in effect. 

(ec) Orders of the Joint Board shall be enforceable and reviewable as pro- 
vided by law with respect to the orders of the Interstate Commerce Commission. 

(d) The Joint Board is authorized to issue subpenas and to order the taking 
of depositions, and such shall be enforceable, in the same manner as provided 
by law with respect to the Interstate Commerce Commission. 

Sec. 4. It shall be the duty of every common carrier by rail subject to part I, 
every common carrier by motor vehicle subject to part II, or common carrier 
by water subject to part III of the Interstate Commerce Act, as amended, and 
of every common carrier subject to the Shipping Act, 1916, as amended, or the 
Intercoastal Shipping Act, 1933, as amended, and of every air carrier subject 
to the Federal Aviation Act of 1958, as amended, to establish through routes 
for the transportation of property between any State, territory or possession 
of the United States or the District of Columbia on the one hand and the 
States of Alaska or Hawaii or any island territory or possession of the United 
States on the other hand with other such carriers subject to any other such 
Act, provided all such participants are fit and able to perform the services and 
obligations thereunder. It shall be the duty of such carriers to establish, ob- 
serve and enforce just and reasonable joint rates, charges, and classifications 
applicable to such through routes for the transportation of property. In case 
of such joint rates, charges, and classifications it shall be the duty of the car- 
riers parties thereto to establish just and reasonable regulations and practices 
in connection therewith and just and reasonable and equitable divisions thereof, 
as between the parties participating therein, which shall not unduly prefer or 
prejudice any such participating carrier. 

Sec. 5. If any carrier, subject to section 4 of this Act, proposes to establish 
a through route or joint rate as described in that section and, if any carrier 
subject to a different regulatory agency fails or refuses to join in the establish- 
ment of such through route or joint rate as proposed, such carrier shall file 
schedules and tariffs of through routes and joint rates and classifications in 
which it proposes to participate, with the agency to which it is subject, and 
with the Joint Board. The Joint Board, after notice and full hearing, may 
order the establishment of the proposed through route or joint rates if it de- 
termines such route and rates and related provisions to be in the public interest 
and in accord with the purposes of this Act. No schedule issued under author- 
ity of this section shall bear an effective date and no such schedule shall go 
into effect until so ordered by the Joint Board after a hearing thereon. 

Sec. 6. The Joint Board may and it shall, whenever deemed by it to be 
necessary or desirable in the public interest, after notice and full hearing, 
upon complaint or upon its own initiative without complaint, order the estab- 
lishment of such through routes, joint classifications, and joint rates or charges 
for the transportation of property by carriers subject to the different regula- 
tory, agencies set forth under section 4 of this Act, or the maxima or minima, 
to be charged, and the division of such rates or charges, and the terms and 
conditions under which such through routes shall be operated. 

Sec. 7. (a) Carriers establishing through routes under section 4, 5, or 6 of 
this Act shall file with the Joint Board and with the respective agencies regulat- 
ing the local rates or charges of the carriers participating in such through 
routes, and print, and keep open to public inspection, tariffs issued by them 
showing all rates and charges for such through routes. Tariffs shall be filed, 
posted, and published in such form and manner and shall contain such infor- 
mation as the Joint Board shall by regulation prescribe, including the terms and 
conditions of any through bill of lading, contract of affreightment, or other docu- 
ment evidencing the transportation agreement for such through routes; and the 











ALASKAN AND HAWAIIAN TRANSPORTATION 183 


Joint Board is empowered to reject any tariff so filed which is not consistent 
with this section and such regulations. Any tariff so rejected shall be void. 
The names of the several carriers which are parties to any joint tariff filed 
under this subsection shall be specified therein, and each of the parties thereto, 
other than the one filing the same, shall file with the Joint Board and with the 
agency regulating its local rates or charges such evidence of concurrence therein 
or acceptance thereof as may be required or approved by the Joint Board, and 
where such evidence of concurrence or acceptance is filed it shall not be neces- 
sary for the carriers filing the same to also file copies of the tariffs in which 
they are named as parties. 

(b) No such ecarrier shall charge or demand or collect or receive a greater 
or less or different compensation for transportation between points served by it 
and points served by any other such carrier on such a through route, or for any 
service in connection therewith, than the rates and charges specified in its cur- 
rently effective tariff filed under subsection (a) of this section; and no such 
earrier shall, in any manner or by any device, directly or indirectly, or through 
any agent or broker or otherwise, refund or remit any portion of the rates or 
charges so specified, or extend to any person any privileges or facilities with 
respect to matters required by the Joint Board to be specified in such tariffs, 
except those specified therein. 

(c) No change shall be made in any rate or charge or any classification, rule, 
regulation, or practice affecting such rate or charge, or the value of the service 
thereunder, specified in any such effective tariff or any such carrier, except 
after thirty days’ notice of the proposed change filed, posted, and published in 
accordance with subsection (a) of this section. Such notice shall plainly state 
the change proposed to be made and the time such change will take effect. The 
Joint Board may, in its discretion and for good cause, allow such change upon 
notice less than the period of thirty days herein specified. 

Sec. 8. (a) Whenever, after notice and hearing, upon complaint or upon its 
own initiative, the Joint Board shall be of the opinion that any rate or charge 
demanded, charged, collected, or received by any carrier establishing a through 
route under section 4, 5, or 6 of this Act, in connection with such a through 
route, or any Classification, rule, regulation, or practice affecting such rate or 
charge, or the value of the service thereunder, is or will be unjust or unreason- 
able or unjustly discriminatory, or unduly preferential or unduly prejudicial, 
the Joint Board shall determine and prescribe the lawful rate or charge (or 
the maxima or minima, or the maxima and minima thereof) thereafter to be 
demanded, charged, collected, or received, or the lawful classification, rule, 
regulation, or practice thereafter to be made effective. 

(b) Whenever there shall be filed with the Joint Board any tariff stating a 
new joint rate or charge, or any new joint classification, or any new joint regu- 
lation or practice affecting any rate or charge, the Joint Board is authorized 
either upon complaint or upon its own initiative without complaint, at once and 
if it so orders without answer or other formal pleading by the interested 
carrier or carriers, but upon reasonable notice, to enter upon a hearing concern- 
ing the lawfulness of such rate, charge, classification, regulation, or practice. 
Pending such hearing and decision thereon, the Joint Board, after filing and 
giving to the carrier or carriers affected thereby a statement in writing of its 
reasons for such suspension, may suspend the operation of such tariff and defer 
the use of such rate, charge, classification, regulation, or practice, but not for a 
longer period than seven months beyond the time when it would otherwise go 
into effect, and after full hearing, the Joint Board may make such order with 
reference thereto as would be proper in a proceeding instituted after such rate, 
charge, classification, rule, regulation, or practice had become effective. If the 
proceeding has not been concluded and an order made within the period of 
suspension, the proposed rate, charge, classification, regulation, or practice 
shall go into effect at the end of such period. The Joint Board shall give to 
the hearing and decision of questions arising under this subsection preference 
over all other questions pending before it and decide the same as speedily as 
possible. At any hearing involving a change in a joint rate or charge or joint 
classification, or in a joint rule, regulation, or joint practice, the burden of 
proof shall be upon the carrier to show that the proposed changed joint rate or 
charge, or joint classification, rule, regulation, or practice is just and reasonable. 

(c) Whenever, after notice and hearing, upon complaint or upon its own 
initiative, the Joint Board is of the opinion that the divisions of joint rates or 
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charges applicable to through routes established under sections 4, 5, or 6 of this 
Act are or will be unjust, unreasonable, inequitable, or unduly preferential or 
prejudicial as between the carriers parties thereto, the Joint Board shall pre- 
scribe the just, reasonable, and equitable divisions thereof to be received by 
the several carriers. The Joint Board may require the adjustment of divisions 
between such carriers from the date of filing the complaint or giving of notice 
by the Joint Board, or such other date subsequent thereto as the Joint Board 
finds to be just, reasonable, and equitable. 

Seco. 9. In the exercise and performance of its powers and duties under this 
Act with respect to the determination of just and reasonable joint rates and 
charges for the transportation of property on through routes established under 
this Act by carriers subject to different regulatory agencies, and with respect 
to classifications, regulations, and practices established in connection therewith, 
the Joint Board shall give due consideration, among other factors, to— 

(1) the inherent advantages of such through transportation and joint 
rates; 

(2) the effect of such joint rates upon intermediate rates named in 
tariffs of participating carriers on file with such regulatory agencies; 

(3) such standards respecting the character and quality of transportation 
service to be rendered by such carriers as may be prescribed by or pursuant 
to law; 

(4) the need in the public interest of adequate and efficient through 
transportation service at the lowest cost consistent with the furnishing 
of such through services ; 

(5) the effect of such joint rates upon the movement of traffic; and 

(6) the need of each participating carrier for revenue sufficient to enable 
such carrier, under honest, economical, and efficient management, to provide 
adequate and efficient through transportation service. 

Sec. 10. Carriers establishing through routes, joint rates, charges, classifica- 
tions, regulations, and practices under this Act and other persons are relieved 
from the operations of the “anti-trust laws,” as designated in section 1 of the 
Act entitled “An Act to supplement existing laws against unlawful restraints 
and monopolies, and for other purposes,” approved October 15, 1914, with respect 
to acts done in conformity with the provisions of this Act and in conformity 
with the provisions of this Act and in conformity with the lawful orders, rules, 
and regulations issued thereunder by the Joint Board. 

Sec. 11. (a) The initial Joint Board constituted under this Act shall examine 
into means and methods for fully attaining the purpose of this Act and shall 
report its recommendations for additional legislation necessary for such purpose 
to the President and to the Congress upon the termination of one year from the 
date of enactment of this Act. 

(b) The initial members of the Joint Board shall be selected within sixty 
days after the date of enactment of this Act, and this Act shall take effect 
upon the date of its enactment except for sections 4, 5, 6, 7, 8, 9, and 10 which 
shall take effect sixty days after the date of enactment. 

Sec. 12. Those provisions of the Interstate Commerce Act, as amended, the 
Shipping Act, 1916, as amended, Intercoastal Shipping Act, 1933, as amended, 
and the Federal Aviation Act of 1958, as amended, are hereby superseded 
insofar as they are contrary to any provision of this Act. 


Mr. Staxem. Also attached to the statement, is the section-by- 
section analysis of the substitute bill, dated October 15, 1959. 
(Attachment II follows:) 


ATTACHMENT II 
PROVISIONS OF SUBSTITUTE BILL 


(October 15, 1959) 


Section 1 of the draft bill states that its purpose is to promote the establish- 
ment of through routes and joint rates by carriers subject to regulation by the 
three transportation agencies. 

Section 2 of the proposed bill would create a Joint Board for Through Routes 
and Joint Rates. It would consist of three members, one selected from each 
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of the three regulatory agencies, with a term of 1 year and with eligibility 
for reelection. 

A secretary to the Joint Board would be authorized and office space, services, 
supplies, personnel, and facilities of the three agencies would be made avail- 
able to it, subject to the supervision of the Director of the Bureau of the Budget. 

Under section 3 of the draft bill the Joint Board would be authorized and 
directed to prescribe rules and regulations and issue necessary or appropriate 
orders. Section 8 also sets forth general procedure for orders and requires 
compliance by the carriers subject to the act. Enforcement and appeal of orders 
and authority to issue subpenas and take depositions would follow the pro- 
cedural provisions of law applicable to the Interstate Commerce Commission. 

Under section 4 of the bill it would be the duty of every common carrier by 
rail, by motor vehicle, and by water, subject to the Interstate Commerce Act, 
and every common carrier subject to the Shipping Act, 1916, or the Intercoastal 
Shipping Act, 1933, and of every carrier subject to the Federal Aviation Act 
of 1958, to establish through routes for the transportation of property between 
one State, Territory, or possession of the United States or the District of Colum- 
bia on the one hand and the States of Alaska or Hawaii or any island territory 
or possession of the United States on the other hand with other such carriers 
subject to any other such act. 

Such carriers would be required to establish and enforce just and reason- 
able joint rates, charges, and classifications, and just and reasonable regula- 
tions and practices and equitable divisions in connection with the through 
routes. Carriers must be fit and able to perform the services and obligations 
involving the joint transportation. 

Section 5 of the bill would authorize any subject carrier that proposes to 
establish a through route, if another subject carrier fails or refuses to join the 
establishment of a through route as proposed, to file schedules and tariffs of 
the proposed through route with the agency to which it is subject and with 
the Joint Board. 

if the Joint Board determines that the route and rates and related provisions 
wre in the public interest in accord with the purposes of the act, it may, after 
notice and hearing, order the establishment of the proposed through route. 

Section 6 of the draft bill authorizes the Joint Board on complaint or upon 
its own initiative when deemed necessary or desirable in the public interest, 
after full hearing, to order the establishment of such through routes and joint 
rates by carriers subject to the act. 

This authority would include power to fix the rates, or the maxima and 
minima, and the divisions of such rates, and the terms and conditions under 
which the through routes would be operated. 

Under section 7 of the draft bill carriers establishing through routes under 
the Act would be required to file with the Joint Board and the agency regulating 
their local rate tariffs showing all rates and charges for such through routes. 

No carrier could charge a different rate for transportation on such through 
routes than that specified in the tariffs on file, and no rate change could be 
made upon less than 30 days’ notice except as allowed by the Joint Board for 
good cause shown. 

Section 8 provides that upon complaint or upon its own initiative, after notice 
and hearing, if the Joint Board is of the opinion that rates, classifications, or 
practices established in connection with a through route are unjust or unreason- 
able, it may determine and prescribe the lawful rate or practice. Section 8& 
also provides for suspension procedure in respect of changed rates with a 
suspension limit of seven months, and for determinations regarding just, rea- 
sonable, and equitable divisions of joint rates to be received by the participating 
carriers. 

Section 9 prescribes factors to be considered by the Joint Board in the 
exercise and performance of its powers and duties under the act with respect 
to the determination of just and reasonable rates and practices. The criteria 
enumerated are similar to those prescribed in the Federal Aviation Act of 1958. 

Under section 10 of the draft bill carriers establishing through routes and 
joint rates under the act would be relieved from the operations of the antitrust 
laws with respect to acts done in conformity with the provisions of the act and 
the orders, rules, and regulations of the Joint Board. 

The first Joint Board instituted under the measure would be directed by 
section 11 to report, within 1 year, recommendations to the President and to 
the Congress for legislation necessary to fully attain the purposes of the act. 
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Section 11 of the bill requires that the first members of the Joint Board be 
selected within 60 days after the enactment and the measure would take effect 
60 days after its enactment. 

By section 12 of the draft bill, those provisions of the Interstate Commerce 
Act, the Shipping Act, 1916, the Intercoastal Shipping Act, 1933, and the Fed- 
eral Aviation Act of 1958 are superseded insofar as they are contrary to any 
provisions of the new measure. 


Mr. Straxem. Attachment III is a short statement of the differences 
between the new revised draft, S. 2451. 
(Attachment III follows :) 


ATTACHMENT IIT 
DIFFERENCES BETWEEN S. 2451 anp FMB Drart BILL RE JOINT BoarD 
(October 15, 1959) 


1. Title: Draft bill deletes ‘‘mandatory” and adds “to promote coordinated 
land, air, and water transportation.” The phrase “services for Alaska, Hawaii,” 
is deleted and “services between Alaska, Hawaii, island territories and posses- 
sions of the United States” is substituted to include transportation to and from 
island territories and possessions within the scope of the bill. 

2. Purpose: Draft bill deletes ‘domestic and foreign” from before the word 
“commerce” so as not to imply too broad scope. The draft bill limits the through 
routes “to the transportation of property,’’ whereas S. 2451 included “passengers.” 
In this connection it should be further noted that any reference to passenger 
fares has been deleted throughout the draft bill. 

3. Section 2(a): Draft bill states “the affirmative votes of any two members 
* * * sufficient” to make clear no veto power by one of the three members. 

4. Section 3(b): Draft bill deletes reference to “orders for the payment of 
money” since no provision was made therefor under draft bill. 

5. Section 3(d): Added by draft bill, authorizing subpenas and depositions. 

6. Section 4: Draft bill substitutes “for the transportation of property be- 
tween State, Territory, or possession of the United States or the District of 
Columbia on the one hand and the States of Alaska or Hawaii or any island 
territory or possession of the United States on the other hand” for “except any 
such carrier subject to any of such Acts engaged exclusively in foreign trade” to 
clarify intent to limit operation of the bill to transportation of property from or 
to Alaska, Hawaii, or island territories and possessions. The language “if such 
other carriers are fit and able to perform the services and obligations thereun- 
der” is added to insure that no carrier will be required to contract with another 
earrier which is unable to perform its obligation. 

7. Section 4: Deletes last sentence of section 4 of S. 2451 dealing with tariff 
filing which is covered in more detail in sec. 7(a) of draft bill. 

8. Section 5: Draft bill contains an amendment to make it clear that tariffs 
filed under said section will not go into effect without Board approval. 

9. Section 7(a) (S. 2451 merely required tariffs to be filed) : Draft bill re- 
quires the filing of tariffs and concurrences, and their publication and posting 
and requires the schedules to contain such information as the Joint Board may 
by regulation require. It also gives the Joint Board authority to reject improper 
or incomplete tariffs. 

10. Section 7(b) (no such provision in 8. 2451): Draft bill prohibits charging 
a different rate for transportation on the through routes than that specified in 
the filed tariffs, and prohibits rebates. 

11. Section 7(c) (no such provision in S. 2451): Draft bill prohibits rate 
changes upon less than 30 days’ notice except as allowed by the Joint Board for 
good cause shown. 

12. Section 8(a) (no such provision in §. 2451) : Draft bill provides that upon 
complaint or upon its own initiative, after notice and hearing, if the Joint Board 
is of the opinion that rates, classifications, or practices established in connection 
with a through route are unjust or unreasonable, it may determine and prescribe 
the lawful rate or practice. 

13. Section 8(b) (similar to sec. 6(b) of S. 2451) : Provides for 7-month sus- 
pension of changed rate; draft bill deletes authority to order payment of money 
and related procedural requirements. This section also contains an amendment 
extending the suspension authority to initial tariff filings. 
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14. Section 8(c) (no such provision in 8. 2451): Draft bill gives the Joint 
Board authority to determine equitable divisions of joint rates among partici- 
pating carriers, if existing divisions are unjust or unreasonable. 

15. Secton 9 (no such provision in 8. 2451) : Draft bill prescribes factors to be 
considered by the Joint Board in the exercise of its duties under the act to deter- 
mine just and reasonable rates and practices. The criteria enumerated are 
similar to those prescribed in the Federal Aviation Act of 1958. 

16. Section 10 (no such provision in §. 2451) : Draft bill relieves carriers estab- 
lishing through routes and joint rates under the act from the operations of the 
antitrust laws with respect to acts done in conformity with the provisions of 
the act and the orders, rules, and regulations of the Joint Board. 

17. Sections 11 and 12 of draft bill are same as sections 7, 8, and 9 of S. 2451, 
except that section 11(b) contains an amendment to clarify the effective dates 
of the various provisions of the act. 


Mr. Staxem. And attachment IV is the difference between the new 
draft, and S. 2452. 
(Attachment IV follows :) 


ATTACHMENT IV 
DIFFERENCES BETWEEN §. 2452 AND DrArt BIL FoR JOINT BOARD 
(October 15, 1959) 


1. The draft bill creates a statutory permanent joint board composed of one 
member of the ICC, one member of the FMB, and one member of the CAB. 
S. 2452 states that the Chairman of the CAB, FMB, and ICC shall designate, from 
time to time, a like number of members or examiners of each to act as a joint 
board. 

2. The Board created by the draft bill would have authority to prescribe the 
establishment of through routes for the transportation of property between any 
State, Territory, or possession of the United States on the one hand and the 
States of Alaska or Hawaii or any island territory or possession of the United 
States on the other hand by common carriers subject to the Shipping Act, 1916, 
or the Intercoastal Shipping Act, 1933, rail, motor vehicle, or water common 
carriers subject to the Interstate Commerce Act, or air carriers subject to the 
Federal Aviation Act, with any other such carrier subject to any other such act. 

S. 2452 states that such carriers (including persons who do not operate vessels 
but who have been held to be common carriers by water under the Shipping 
Act, 1916, or the Intercoastal Shipping Act, 1933) may establish reasonable 
through service and joint rates with any other such common carriers in connec- 
tion with the transportation of property between the State of Alaska or the 
State of Hawaii, and other States; except that air carriers not directly engaged 
in the operation of aircraft in air transportation (other than companies engaged 
in the air express business) are not authorized to establish joint rates or 
charges with common carriers subject to the Interstate Commerce Act, the Ship- 
ping Act, 1916, and the Intercoastal Shipping Act, 1933. 

The Board established by S. 2452 would be authorized to make determinations 
regarding such through service and joint rates only when such matters were 
referred to it by one of the three transportation agencies. 

4. The Board established by S. 2452 would have authority to order refunds, 
with interest, by carriers to shippers of amounts paid due to increased rates or 
charges which are found by the Board not to be justified. The Board estab- 
lished by the draft bill would not have this power. 

5. S. 2452 provides that every vote and official act of the Joint Board shall be 
entered of record and such record shall be made public upon the request of any 
party interested. The draft bill contains no similar provision. 

6. The following provisions of the draft bill are not treated in S. 2452: 

(a) Filing of tariffs with the Joint Board. 

(b) Prohibition against charging rate other than tariff rate. 

(c) No rate change on less than 30 days’ notice except with permission of 
Joint Board. 

(d) Factors to be considered by the Joint Board in determining just and 
reasonable rates and practices. 
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(e) Antitrust law exemption for acts done pursuant to act setting up Joint 
Board, or orders, rules, or regulations of the Joint Board. 

(f) Requirement that first members of Joint Board be selected within 60 days 
of enactment of the bill and certain provisions of the act not to become effective 
until the expiration of the 60-day period. 

Mr. Sraxem. The essential differences are as follows: Both draft 
S. 2451 and S. 2452 cover services between the other States and Alaska 
and Hawaii. The revised draft also includes services to the island 
possessions—island territories and possessions of the United States, 
as well, so it expands the joint board bill to that extent. 

Second, in the scope of the Board’s activity, there is a limitation to 
the transportation of property, whereas the other bills have broader 
language which could be interpreted as covering passenger traffic. 

Senator Barriterr. Would you explain that a bit more ? 

Mr. Sraxem. The language of S. 2451 and 8. 2452—particularly 
S. 2451—is broad enough so that it could be said that it covers through 
transportation of passengers; whereas it was the intent of draftsmen 
in the Federal Maritime Board, at least, to restrict this to the trans- 
portation of property, in the first instance. 

The—another essential difference between the draft bill and the 
present bills is that it would authorize the Joint Board to issue sub- 
penas, and to take depositions. 

The section 4 adds language to the effect that carriers wishing to 
participate in through routes and rates must be fit and able to perform 
the services, and to assume the obligations of the service. Section 
5 makes it clear that the Joint Board approval is required before 
tariffs filed under the bill would go into effect. 

The revised bill also gives the Joint Board authority to reject 
improper or incomplete tariffs. 

The revised bill would also prohibit the charging of a different 
rate of transportation than that specified in the tariffs; it would also 
forbid the payment of rebates. 

It would prohibit the rate changes upon less than 30 days’ notice, 
unless allowed by the Joint Board for good cause shown. 

It would give the Board authority to determine the equitable dis- 
tribution of joint rates, if existing divisions are unjust or unreasonable. 

In section 9 of the revised draft, there is set forth factors to be 
considered by the Joint Board in determining just and reasonable 
rates and practices. The criteria set out in this section are similar 
to those prescribed in the Federal Aviation Act of 1958. 

Senator Barttert. Is there any such provision, Mr. Stakem, in 5. 
2452 ¢ 

Mr. Staxem. No, Senator, there is not. The last important change 
over the present two bills is that it would relieve the carriers estab- 
lishing through routes and joint rates under the act from the anti- 
trust laws with respect to those acts done in conformancy with the 
act and order, rules, or regulations of the Joint Board. 

That, Senator, concludes my statement. 

Senator Bartierr. Your recommendations, the recommendations 
that you have presented rather, in behalf of the Federal Maritime 
Board, do not seek to make any basic changes in the bills before us, 
but rather, are of a clarifying nature and a technical nature, is that 
correct ¢ 
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Mr. Sraxem. I would say that that is substantially correct, Sen- 
ator, except the first one would be to extend the Joint Board authority 
to island territories and possessions of the United States, which is a 
thought that does not appear in either S. 2451 or S. 2452. 

Senator Barrierr. What is the thinking behind this recommen- 
dation, that if the Joint Board proposition is made a part of the law, 
and is suitable, works out well, that there will be an imperative need 
then to extend it any way, and you might as well do it now ? 

Mr. Staxem. That is it exactly, Senator. We think the situation 
that fits Alaska and Hawaii will also fit Puerto Rico and the Virgin 
Islands, as well as any other possessions in the noncontiguous trade. 

Senator Bartietr. I assume that you have had what I should say 
urgent representations from the people in Puerto Rico in this matter ; 
I know that I have, and they probably have as great an interest as 
we in Alaska do; and—— 

Mr. Staxem. I think that is true. 

Senator Barrierr. And in terms of cargo tonnage carried, perhaps 
more, 

Mr. Barton ? 

Mr. Barton. Yes, sir. 

Mr. Stakem, does this bill, in your opinion, merely give authority 
to the Joint Board, as it is presently written, to regulate transporta- 
tion between Alaska and Hawaii, on the one hand, and to the remain- 
ing States, on the other; or does it apply as now written to mandatory 
through routes and joint rates between all the States ¢ 

Mr. Staxem. I think that you are speaking of S. 2451 now, are you 
not ¢ 

Mr. Barton. Yes, the mandatory bill. ‘ 

Mr. Sraxem. The mandatory bill. As I would read that, it applies 
to, only to the other States in the Union and Alaska and Hawaii. 

Mr. Barron. I couldn’t find that language in the bill myself, if 
you could point it out to me, I would be glad to see it. I have read 
the bill carefully. 

Mr. Sraxem. In the purpose of the bill 2451, it states: 

To establish a joint board to require mandatory through routes and joint 
rates for carriers serving Alaska, Hawaii, and the other States. 

Mr. Barron. I know, but, of course, that would ordinarily not be- 
come part of the law. That in itself, doesn’t make it clear that the 
legislation won’t apply between States other than Hawaii and Alaska. 

Mr. Sraxem. I see your point there. 

Mr. Barron. The intention of the bill, as I get it, is to provide for 
regulation of mandatory through routes and joint rates between 
Alaska and Hawaii and the remaining 48 States. Do I understand 
that you want to add island possessions and territories, but you don’t 
want the legislation to apply within the south 48 United States? 

Mr. Staxem. That’s right. 

Mr. Barron. I think that the language of the bill should be revised 
to clear that up. I thought I understood the intention, but it seems 
to me that is not clear as now written. 

Mr. SraxeM. Yes. I think it was not clear in this—in this bill. 

Mr. Barron. And you prefer this bill, rather than the S. 2452, 
which is permissive, don’t you ? 
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Mr. Sraxem. Our position is that we have supported the manda- 
tory bill, but that we concede the wisdom in the permissive bill. We 
are re interested in getting the Joint Board concept, accepted 
into law. 

We note that there is a provision in S. 2452 that would require a 
report to the Congress within 1 year after the Joint Board was put 
into effect; and any amendments or refinements that would have to 
be made, could be made at that time—any recommendations could be 
made at that time. 

I think that you—my own personal opinion is that you could not 
accept S. 2452 on its face without some of the other refinements which 
we have pointed out, in the revised bill. 

Mr. Barron. The refinements you have pointed out, applied to S. 
2452, I take it, would be your second choice; and such refinements, 
—. to S. 2451 would be your first choice? 

r. Sraxem. Yes. that’s right; I think that’s right. 

Mr. Barton. Thank you. 

Senator Barttetr. Why does the Board prefer the mandatory re- 
quirements as compared with the permissive ? 

Mr. Sraxem. I would say, Senator, that we believe that sooner or 
later, there are going to be enough complaints filed under the act 
that some authority with proper safeguards built into them will have 
to be given to the Joint Board to make decisions and settle disputes. 

Now we are willing to accept the idea that we could start out on 
a permissive basis, with a proper bill, and let this thing grow into 
the further requirements at the time when the first recommendations 
are made to Congress. 

We will be very happy in the Federal Maritime Board to work with 
your staff, once we know the direction that the committee wishes to go: 
permissive or ee. 

Senator Bartierr. Thank you, Mr. Stakem. 

The committee will stand in recess for a very short 5 minutes. 

(A short recess was had, 3 p.m., Saturday, October 24, 1959.) 

Senator Bartietr. The committee will be in order. 

So far as the Chair understands, there are no further witnesses to 
be heard on any of the transportation bills. 

(Off the record discussion.) 

Senator Barttett. I'll start over again. So far as the Chair under- 
stands, there are no further witnesses to be heard on the transporta- 
tion bills, except those representing the trucking industry, who will 
testify Monday, on H.R. 6244, which has companion bills in the 
Senate; and it is the Chair’s understanding that these witnesses desire 
to testify on other transportation bills, as well; but, if there are any 
other witnesses who desire, at this time, to be heard on the transporta- 
tion bills, we will be glad to accommodate them. 

Since there are no other witnesses the committee will be in recess 
and will convene again here on Monday, October 26. 
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MONDAY, OCTOBER 26, 1959 
U.S. SENATE, 


CoMMITTEER ON INTERSTATE AND ForEIGN COMMERCE, 
Z.J. Loussac Library, Anchorage, Alaska. 


Senator Bartierr. The committee will come to order. 

Let the record show that a letter has been received by the chairman 
from Milton H. Lichtenwalner, of Talkeetna, which will be included 
in the record. 

STATEMENT OF MILTON H. LICHTENWALNER 


TALKEETNA, ALASKA, October 22, 1959. 
Hon. E. L. BARTLETT, 
U.S. Senate, Anchorage, Alaska. 


DEAR SENATOR BARTLETT: The following is a statement respecting Senate bill 
2514, a bill to repeal the act of March 12, 1914 (30 Stat. 305) authorizing the 
construction and operation of a railroad in Alaska, to incorporate the Alaska 
Railroad Company, and for other purposes. I would like to present this state- 
ment to your committee. 

My name is Milton H. Lichtenwalner. I live at mile 222 along the mainline 
of the Alaska Railroad. My post office address is Talkeetna, Alaska. I am a 
settler on public domain lands in Alaska which I am developing primarily for 
agricultural purposes, hoping to make a profitable living from the growing and 
sale of agricultural products. I was an employee of the Bureau of Land Man- 
agement, U.S. Department of the Interior, from 1950 to 1954, including 1 year 
as a trainee in the Interior Department’s management training program in 
1951 and 1952. During this time I made a very brief survey of traffic on the 
Alaska Railroad for the Chief of the Alaska Division of the Island and Terri- 
torial Possessions, and became convinced that the Alaska Railroad could perform 
valuable services in fostering the development of the economy of Alaska. I 
graduated from the University of Alaska in 1950 with a degree in economics. 

The Alaska Railroad was for many years administratively attached to the 
Alaska Division of the Office of Island and Territorial Possessions, the colonial 
office of the Interior Department. Some years ago the inclusion of Alaska in 
the Federal-aid highway program eliminated the Alaska Road Commission, which 
was also a part of the Alaska Division, giving Alaska a highway program of 
consequence for the first time. Extension of statehood to Alaska eliminated the 
Office of the Governor of Alaska from the Alaska Division, creating the first dem- 
ocratic form of government in the history of Alaska. This leaves only the Alaska 
Railroad as a major wing of the former Alaska Division, and it now becomes 
administratively necessary to “do something” about the Railroad. Except that 
some Interior Department administrators’ administrative obligations and re- 
sponsibilities and prerogatives would have been diminished somewhat by incor- 
poration, I am sure that incorporation of the Alaska Railroad would have oc- 
curred years ago, as from time to time was recommended. 

My experiences with the Department of the Interior in Alaska lead me to 
conclude that the Alaska Railroad Company could perform its functions of aid- 
ing in the development of the State of Alaska better as an independent agency, 
but if incorporation even under the direction and supervision of the Secretary of 
the Interior gives the Alaska Railroad Company a wider latitude of authority 
and action then the bill should be enacted. 

The main lines of the Alaska Railroad are located on a right-of-way across 
public and private lands 200 feet wide. Section 8 of the bill (p. 12, lines 8-13) 
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provides that there is reserved in all patents for lands taken up, entered or 
located in Alaska a right-of-way for the Railroad, substantially as I have just 
described. However section 7(a) (p. 9, lines 18-24, and p. 10, lines 1-3) pro- 
vides that on the effective date of S. 2514, all right and title and interest of the 
Alaska Railroad including rights in real estate—which would include the 
above-mentioned rights-of-way—whether acquired by the Alaska Railroad by 
withdrawal from the public domain or by purchase by the U.S. Government 
are conveyed to the Alaska Railroad Company. 

I would urge the committee to recommend in section 7(a) a proviso to the 
effect that nothing in section 7(a) shall be construed as a segregation of the 
lands within the rights-of-way of the railroad from the public domain to the 
extent that such rights-of-way would render a homestead or other location or 
entry noncontiguous by reason of being located on both sides of the railroad 
track and the right-of-way. 

For example, the Alaska Railroad crosses my homestead location in a north. 
westerly direction without regard to the section lines and the subdivision of 
the section so that my homestead lies on both sides of railroad right-of-way. 
if section 7(a) of this bill were construed as segregating—as passing some 
kind of title in land in the right-of-way to the Alaska Railroad Company, then 
under the highly restrictive interpretations of the public land laws, the officials 
of the Bureau of Land Management could construe one part of my homestead 
to be noncontigous from the other part on the other side of the railroad track. 
They would force me to give up part of my claim. As I have already improved 
lands on both sides of the track, this would work a severe hardship on me and 
on hundreds of others whose homesteads are similarly located on both sides 
of the railroad track. Such a provisio would not detract from the advantage 
of Senate 2514, for I do not believe it is intended that these rights-of-way are to 
be deeded in any way to the Alaska Railroad Company, to any greater extent 
than they were set aside for the Alaska Railroad under the act of March 12, 
1914. Rather, the proviso I hereby recommend would insure the protection of 
hundreds of homesteaders and settlers along the railroad from attempts by the 
Officials of the Bureau of Land Management to whittle away pieces of the 
entries, locations, and claims, so as to reduce the size of the entries and claims 
and thereby cut down on the acreage which would otherwise pass into private 
ownership. 

Senator Bartlett was quoted in the Fairbanks Daily News Miner, page 10, 
Wednesday, October 14, 1959, as saying congressional intent is that the railroad 
aid the military and assist in Alaska development “without asking for addi- 
tional appropriations to meet deficits or finance future capital improvements.” 
Section 7, subsection (g) (p. 11, lines 11 to 18, inclusive), of the bill appears to 
incorporate this line of thinking, for this subsection appears to authorize 
appropriations of such amounts as may be shown in the annual budget program 
of the Company as necessary to cover actual losses of prior years sustained in the 
conduct of its activities. 

Settlers along the railroad will have to rely largely on the railroad for in- 
shipment and export of goods. I feel that the policy of hoping the railroad can 
operate without additional funds, however meritorious, is premature, and cer- 
tainly is not a condition to be reached merely by changing the name to the 
Alaska Railroad Company and making a few other administratively overdue 
corrections. Unless I have overlooked some other provisions of the bill which 
authorize the Company to obtain substantial amounts of capital for expansion, 
then the Company is limited to surpluses of revenue out of which to finance 
expansions. This could likely mean substantially higher freight rates for all 
shippers, or no, or very, very modest capital expansions, either course being 
detrimental to the purposes for which the Alaska Railroad Company is to be 
created (p.1, lines 3 and 4). 

Unlike most agencies of the Department of the Interior the Alaska Railroad 
actively assists and encourages development of public lands in Alaska. This 
is to be expected for the railroad must rely in part on development of public 
domain resources for traffic. Its position is much like that of the settlers who, 
unlike the hordes of empire building administrative officials of other agencies 
of the Interior Department in comfortable tax-supported bureaucratic bunkers, 
must either develop the land for a living or leave the land and leave the railroad 
with less traffic. 

For example in advising me that the railroad would redeliver a small quantity 
of freight which was put off at the wrong spot some distance away from my 
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homestead, the manager of the Alaska Railroad stated by letter dated October 
8, 1959. 

“We deeply regret the inconvenience caused you and hope conditions such as 
this can be corrected in the near future. The Alaska Railroad is eager to assist 
in every way possible within our means the homesteaders and others who are 
helping to develop Alaska.” 


No other agency chief in my memory in the Interior Department 
in Alaska has ever made such an encouraging statement to a resident 
citizen of Alaska who is trying to develop the resources of Alaska. 
Recently, the Alaska Railroad rescheduled its passenger trains to 
accommodate the desires of the settlers who hoped a change in the 
schedule would help them in their projects. 


It is an occasion of deep regret and dismay that the Congress proposes to 
assist the Alaska Railroad Company assist us, the citizens of Alaska, in de- 
veloping our resources by refusing additional appropriations to the railroad 
for capital improvements that could help all of us. What is even worse, the 
agencies of the Interior Department that have adopted a public be damned at- 
titude toward citizens in Alaska get huge appropriations every year. The Bu- 
reau of Land Management for example has adopted policies and practices that 
harass, discourage, and delay development of resources throughout Alaska to 
the extent that an attorney in Los Angeles, Calif., Mr. Edgar Paul Boyko, wrote 
to Senator Gruening in connection with S. 1670, a bill to provide for granting 
mineral rights in certain homestead lands in the State of Alaska: 

“In every case involving mineral rights of homesteaders on the Kenai Penin- 
sula which has come to my attention—and there have been many—the home- 
steader is threatened with the loss of these valuable rights, not because of the 
ordinary course of operation of the applicable land laws, but because of mis- 
take, delay, neglect, or even dereliction of duty on the part of the land office. 
This ranges from undue delay in the processing of patent applications to ad- 
ministrative errors, misinformation, and misrepresentations relied on to the 
detriment of the homesteader. Nor are these isolated instances, but rather the 
result of substandard practices and administrative weaknesses which had to be 
recognized eventually by the Interior Department and led to personnel changes 
designed to strengthen the administration of the public land laws in the 
Anchorage district.” 


This letter which expands this idea in two further paragraphs is 
found on page 11 of a hearing before the Subcommittee on Public 
Lands of the Committee on Interior and Insular Affairs, U.S. Senate, 
86th Congress, 1st session, on S. 1670. 


For the Alaska Railroad Company which desires to assist the homesteaders 
and others who are helping to develop Alaska, the Congress proposes to appro- 
priate no money. For the Bureau of Land Management which relies on misin- 
formation and misrepresentation to the detriment of the homesteader, the Con- 
gress in fiscal 1960 appropriated the sum of $3,358,700. (Newsletter dated 
Sept. 3, 1959, by Senator Bartlett.) 

I suggest that if you appropriated $1 million each fiscal year to the Alaska 
Railroad for capital improvements to assist in the development of lands in the 
State of Alaska, and appropriated $1 million less each year to the Bureau of 
Land Management both agencies would provide better services to the taxpayers. 

Suppose for example a large acreage of good agricultural land were developed 
in the big triangle bounded on the north by a line running west from Talkeetna, 
on the southwest by the Skwentna and on the southeast by the Susitna Rivers, 
the other side of the river from the Alaska Railroad, but close to the main line. 
Railroads and agricultural enterprises are complementary enterprises. Now, 
just how would the Alaska Railroad Company, without a sizable slice of capital, 
pay for a branch line into this area, which may also have substantial mineral 
deposits? If the Alaska Railroad Company were located in settled and fully 
developed country, such as the State of Iowa, the failure to include as a provi- 
sion of the bill of incorporation the authority to raise additional capital money 
would be understandable, because it might not be so necessary. 

But in Alaska, where settlement and development and transportation have 
lagged and dragged for many years, failure to provide means for appropriations 
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for expansions of all forms of transportation is to work a disservice to all the 
taxpayers. The economics of transportation are such that the high costs of 
operation of one carrier come over a period of time to be shared by the patrons 
of all the carriers. Therefore, starving the Alaska Railroad Company for addi- 
tional capiital will eventually result in higher costs for the competing and sub- 
stituting highways. The relationship is obscure but nonetheless real. Traffic 
densities on the Alaska Railroad have always been light, compared to the 
capabilities of the line. It seems to be a legislative oversight to restrict—by 
failing to provide for capital for new branches or other improvements—the 
railroad to a lighter traffic density when it could have greater traffic densities, 
which in turn would reduce the fixed costs per ton of freight moved, a profit 
that could be shared by all forms of transportation. 

In conclusion then, outside of the fact that the Secretary of the Interior will 
still have his finger in the Alaska Railroad, probably a mistake; despite the fact 
that the grant of real estate may give the Bureau of Land Management an op- 
portunity to throw additional roadblocks in the paths of settlement, and even 
though the ability of the railroad to obtain capital by additional appropriation 
is severely circumscribed, I hope this bill passes, but I hope you will amend it 
to overcome these shortcomings first. 

Thank you for your time and your consideration, 

Mirton H. LICHTENWALNER. 

Additionally, the Chairman is most pleased to announce that com- 
mencing about 1 hour from now, this will indeed be a joint hearing, 
because Congressman Morgan Moulder, of Missouri, a member of the 
House Interstate and Foreign Commerce Committee, has arrived in 
Anchorage—arrived at a very extraordinary hour this morning—and 
will be here soon to join with us, and to participate in the remainder 
of the hearing. 

I believe the Chair may have failed to mention, at the outset, that 
which they should have; namely, to have noted the presence here of 
Commissioner Romick of the State department of commerce. Mr. 
Romick has been with us since Ketchikan, and has been in faithful 
attendence at each of these hearings. The matters that we have under 
consideration, of course, affect particularly, perhaps, the department 
of the State government over which he has charge, and we look for- 
ward, at a later date, to hearing testimony from Mr. Romick. 

If you will indulge me, Mr. Hilliard, I will ask you to defer a 
moment while I welcome the member of the committee from the 
House of Representatives, Congressman Moulder. Morgan, how are 
you? Glad to have you here. Come on in. 

(Congressman Moulder, after introductions, is seated at the head 
table, next to Mr. Bartlett.) ) 

Senator Barrierr. There is going to be recess for 5 minutes. 

(A short recess was had, 10:30 a.m.) 


AFTER RECESS 


Senator Bartietr. The committee will come to order. 

The chairman on the Senate side is more than happy to welcome 
Representative Morgan Moulder, of Missouri, distinguished, long- 
time Member of the U.S. House of Representatives, who attained an 
interest in the transportation bills last fall, when hearings were held 
on the House side, and who was good enough to give assurances then 
that he would come to Alaska and participate in such of the hearings 
as he was able to, so that the information given in Alaska would be 
available to the House group at the same time as to the Senate 
committee. 
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I am mighty happy that you came here to be with us from now 
until we conclude our hearings at Fairbanks. 

Congressman Moutper. Thank you, Mr. Chairman. 

I will say that it is my honor and privilege to participate in the 
hearings. As you stated, as you will recall, I served as the subcom- 
mittee chairman on the Transportation Committee when the bill 
concerning the Alaska Railroad was up for consideration. I want 
to congratulate and commend you for your great work that you are 
doing in the Senate, and the interest that you are taking here on this 
legislation, and I always want to commend you for being responsible 
for making the great State of Alaska a State, you being more respon- 
sible than anyone else. 

That is all that I have tosay at this time, Mr. Chairman. 

Senator Barrierr. Thank you, Congressman Moulder. From this 
moment on, this is a joint hearing, and there are two chairmen. Two 
Members, too. 

Congressman Movunper. And, Mr. Chairman, I would like to add 
this statement at that point in the record when you first so courteously 
and considerately recognized me by saying that it is most unusual for 
a congressional committee, on the Senate side, or on the House side, 
to go into States to hold hearings—in that connection, I want to com- 
mend Senator Bartlett for his work in that regard, in being respon- 
sible for the joint committee hearings being held in Alaska. I know 
that that is not accorded to other States, and it is most unusual; and 
it demonstrates his ability, and the Alaska delegation, their ability, in 
bringing about this hearing; and also it shows the keen interest that 
the people have in the affairs of Alaska. 

Senator Bartierr. We will turn now and consider transportation 
bills. Certain representatives of the trucking industry are here to 
testify, and the committee will be glad to hear their testimony on any 
of the subjects now under consideration. 

The chairman will state now, and should long since have stated 
that Mr. William Meehan, who is district supervisor for Alaska of the 
Interstate Commerce Commission has been good enough to be with 
the committee since Juneau, and he is going to be with us during the 
hearings. We appreciate your attendance, Mr. Meehan, and know that 
in this effort, as previously, you will make a real contribution. 

Our first witness is Howard Tiams. 


STATEMENT OF HOWARD IIAMS, TRAFFIC MANAGER OF WEAVER 
BROS., INC., AND INLAND RIVERWAYS, INC., ANCHORAGE, 
ALASKA 


Mr. Itams. Senator Bartlett, and distinguished members of the 
committee, my name is Howard Lams, Post Office Box 252, Anchorage, 
Alaska. I am the traffic manager of Weaver Bros., Inc., and Inland 
Riverways, Inc. Weaver Bros., Inc., is an Alaska domiciled motor 
carrier engaged in transporting general commodities to from and 
within Alaska. Inland Riverways, Inc., is a tug and barge company 
engaged in the transportation of general commodities on the inland 
waterways of Alaska. 

I am appearing before the committee today not only in behalf of 
my employer, but also in behalf of the Alaska Carriers Association. 
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We are primarily concerned with the Alaska transportation bills— 
S. 1509 or grandfather rights bill, S. 1508—or economic regulation of 
the Alaska Railroad by the ICC and the general concept of the Joint 
Board regulation as set forth in Senate bill 2452. In other words the 
Alaska truckers want aud urgently need uniform regulation of all 
modes of transportation “to from and within Alaska.” As you well 
know the Alaska surface transportation system under our new status 
as a State is an organized state of chaos. ICC control of the truck- 
ing companies, and inland waterways carriers on one hand, FMB con- 
tro] on the vessels operating on the high seas on the other hand. Indi- 
vidual control on the only major rail carrier on another hand, and last 
but not least, absolutely no regulatory control of intra-Alaska trans- 
—— on the other hand. ‘This last item, of course, is a local prob- 
em beyond the scope of this committee. Excluding this local or State 
problem we still have a regulatory system with three hands and this 
is about as confusing and frustrating to the industry as it would be 
for the individual to have three hands under individual separate con- 
trol. This brings us control as set forth in S. 2452. We believe that 
each hand, arm or mode of transportation is satisfied with its own 
particular status but there must be a way of coordinating these indi- 
vidual operations for the benefit of all people concerned. By this I 
mean, the benefit of the shipper, and the consignee as well as the 
carriers. 

The joint board concept would provide the necessary means for coor- 
dination by establishing a control center for the three modes of car- 
riage. In effect making the three-handed monster into a more effec- 
tive organization because it would permit interchange and interline 
agreements which would eliminate unnecessary duplication of efforts. 
It has been proven that the through single factor control of freight is 
the most economical method of handling materials. 

Senate bill 1507 would thus reclude the necessity of regulation as 
set forth in Senate bill S. 1508 ICC regulation of the Alaska Railroad. 
Disregarding for a moment the other reasons we feel it is necessary for 
ICC control of the railroad. We urge the passage of S. 1508, that the 
railroad would then be governed by applicable regulatory body and 
then be legally allowed to participate in the joint board concept under 
the authority of a properly established and proven regulatory organi- 
zation. I realize there are many objections to the passage of S. 1508. 
We of the trucking industry do not agree with many of the reasons for 
most of these objections and cannot understand how or why in all 
fairness, that one mode of the surface transportation in Alaska, should 
be under ICC regulation while its government subsidized competition 
should remain regulated only by its own desires and needs. We 
realize that the Alaska Railroad was activated some 35 years ago for 
a very urgent and specific need. In many respects it very ably ful- 
filled that need for many years but to quote from a speech given by 
Mr. Anderson, manager of the railroad, less than a year ago, “What 
has the railroad done for Alaska lately ?” 

To fully appreciate this, one must stop to realize that the trucking 
industry in Alaska is only slightly over 10 years of age. In this 
short period of time the trucking industry has helped develop outposts 
of Alaska where many type of road exist and many places it has built 


itsown roads. This development and growth of the trucking industry 
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has been made with its own private money, in an unregulated and 
highly competitive business. ‘This development has also been accom- 
panied by a decreasing per hundred weight freight rate of approxi- 
mately 30 percent, and an increased operating cost, with labor, equip- 
ment, fuel, and taxes going ever higher, more than 35 percent increase 
in the past 10 years. Now as a direct result of progress, Alaska state- 
hood, the Alaska trucking industry is placed under ICC regulation 
while its competition remains unregulated; because it is a Govern- 
ment-owned organization, we believe the passage of S. 1508 is to the 
best interests of everyone concerned. 

The ICC regulation of the Alaska trucking that I have just men- 
tioned, fosters our urgent need for legislation, such as contained in the 
Senate bill 1509—“the grandfather rights” or “truckers bill.” As you 
probably know, the Alaska truckers have been operating under the 
jurisdiction of the ICC by order of what is known as “temporary 
operating authority.” This temporary operating authority is usually 
of 180 days duration or 6 months. The “rough and tough” ICC has 
extended this 180 days indefinitely as the grandfather rights procedure 
is the most economical and orderly method of converting this tempo- 
rary authority to a permanent operating authority. The scope of the 
permanent authority being based on the individual operators past 
operation within Alaska, and between Alaska and the other 48 States. 
The trucking industry supports S. 1509 as amended, with one excep- 
tion. This exception being the section 8 amendment, or rather the 
specific wording of the section 8 amendment, which infers the “grand- 
fathering” of the FMB control of the through bill carrier. There is 
at the present time, a specific need for this amendment, but we urge 
that the amendment be written to exclude the “grandfathering” con- 
cept to this section. The eventual passage of legislation such as 
S. 2452 would, however, entirely eliminate the need for this section 8 
amendment. 

I would like to conclude my statement by once again stating that 
we are in support of the Joint Board concept of S. 2452 as the solu- 
tion to the unique jurisdictional differences between the CAB, FMB, 
and ICC. This would then eliminate the need for a bill such as S. 
1507. Wesupport the Senate bill 1508 on the grounds that all modes 
of surface transportation in Alaska should be under uniform regula- 
tion, be it government enterprise or private enterprise; and last, but 
not least, we support the grandfather rights for motor carriers as 
set forth in S. 1509. 

I wish to thank the committee very much for extending this oppor- 
tunity to express our opinions on the Alaska transportation bills. 

Senator Barrierr. Thank you, Mr. Tams. 

Representative Moulder, do you have any questions? 

Congressman Moutper. Not at this time, Mr. Chairman. I will 
wait until you, or someone else asks some questions, then I may be in 
a better position to inquire. 

Senator Barrierr. 1 would judge that Mr. Barton will have a few 
questions to put to you, but before he does, may I direct your atten- 
tion, Mr. Tiams, to the last page of your statement, No. 8, wherein you 
state: 


The trucking industry supports S. 1509, as amended, with one exception, this 
exception being the section § amendment, or rather the specific wording of the 
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section 8 amendment, which infers the “grandfathering”’ of the F.M.B. control 
of the through bill carrier. There is at the present time a specific need for this 
amendment, but we urge that the amendment be written to exclude the grand- 
fathering concept of this section. The eventual passage of legislation such as 
S. 2452 would, however, entirely eliminate the need for this section 8 amend- 
ment. 

Mr. Tiams, do you have before you, or available to you a copy of 
S. 1509 as it passed the Senate ? 

Mr. Itams. I don’t have that copy, Senator; in fact, I gave you my 
particular copy some time ago; and through the rush, you forgot to 
give it back [laughing]. 

I am quite well familiar with that. 

Senator Bartietrtr. We both can use this single copy before me, 
which might very well be yours, although I think Mr. Barton tries 
to lay title to it. 

Do you refer, in the section from your testimony which I have just 
quoted, to the proviso starting on line 7 of page 4 of the bill as it 
passed the Senate, and continuing through the word “Commission,” 
on line 12, all of the amendatory words being in italics? 

Mr. I1ams. No, Senator, our specific objection is primarily to page 
11, line 18, as the starting of the section 8 that we refer to in here. 
And more particularly to the date of January 3, 1959, on line 2 of page 
12, which with reading of the whole section 8 infers to our opinion, 
that this, anyone that was not in operation in such type of transpor- 
tation prior to January 3, could not at a later date enter into that 
type of operation. 

Senator Bartiterr. Now, would you please read into the record the 
words of that section to which you object, and give the page and line 
reference, as you do so? 

Mr. Inams. Starting with the complete section 8? 

Section 8: Section 303 of the Interstate Commerce Act, as amended, 
by adding a new subsection 3, to read as follows: 

3. Notwithstanding any other provisions of this Act, any common carrier by 
motor vehicle which was engaged also in operations between the United States 
and Alaska as a common carrier by water, subject to regulation by the Federal 
Maritime Board under the Shipping Act of 1916, as amended, and the Inter- 
coastal Shipping Act of 1933, as amended, prior to January 3, 1959, and has so 
operated since that time, shall as to such operations remain subject to the juris- 
diction of the Federal Maritime Board. 

Senator Barrierr. Now, that is the language of the act as it passed 
the Senate ? 

Mr. Iams. Right. 

Senator Bartierr. Now, how would you desire to amend that ? 

Mr. Ir1ams. Senator, I am not enough of an attorney to bring the 
exact wording to it. Our general concept of that is that the operation 
existed prior to January 3, 1959, and has so operated since that time 
tied in with the grandfather rights bill which infers grandfather rights 
to this one particular operation, and would exclude other—this is a 
very young type of operation, as pointed out by Mr. Kinnaird’s testi- 
mony Saturday; they have only been—by “they” I mean Consoli- 
dated—have only been at this type of operation for approximately 2 
or 3 years; and there are many other operators that are trying to enter 
into it, my company for one, At the present time, due to this juris- 
dictional dispute between the Federal Maritime Board and the Inter- 
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state Commerce Commission, it’s kind of a twilight zone in there so 
that we did not want this included in our grandfather bill, which we 
as Alaska truckers need very urgently. 

Senator Bartierr. Is this one type of operation and one carrier 
engaged in this type of operation ? 

Mr. Iams, At the particular time, there are two companies engaged 
in this type of operation. 

Senator Barrierr. Which companies are those ? 

Mr. lias. Consolidated through Garrison Fast Freight Division 
and the reformation of a company that has just recently started, the 
Alaska Northern Express, which, by the way, would not qualify under 
the January 3 date. 

Senator Barrier. And, if the language of this amendment became 
law, no other carriers would have the right to engage in this trade? 

Mr. I1ams. They would have the right, to my knowledge, only by 
proof of convenience and necessity, which is a very lengthy and very 
costly procedure, which we hope to preclude by passage of the grand- 
father rights bill, as it was originally written; which was a general 
practice in the southern 48 States, to allow proving for permanent 
rights only on past experience, rather than the requirements of con- 
venience and necessity to the shipper. 

Senator Barrett. Now, what does the grandfather right do to pro- 
tect the established Alaska trucker ? 

Mr. Itams. The grandfather right, to the Alaska trucker, will allow 
him to go before the Commission, the Interstate Commerce Commis- 
sion, and present bills of lading of past performance, areas that he 
has served in past times. I believe the date was set on here to May 15; 
and, after due hearing, he would be granted a permanent authority 
to continue in the same type of operation that he had performed prior 
to this date. Without grandfather rights, he would have to go through 
the long, lengthy procedure of going to the shippers, the consignees, 
to support the necessity of this service that he wishes to perform; 
and he has proven the necessity by performing it for these many 
years, but because of law, he would have to go back through this long 
procedure; and, believe me, Senator, we have right now, I believe, 27 or 
28 applicants from outside carriers coming in. Under lack of grand- 
father rights bill, they do not even have the past performance, but 
without this, and with us continuing on temporary authority, we have 
a rough time fighting them. 

Senator Bartietrtr. What is the cutoff date here? 

Mr. I1ams. Cutoff—by that—— 

Senator Bartierr. By that I mean how long must one have been 
operating in the Alaska trade before one would have a grandfather 
right established under this proposed law ? 

fr. Irams. As we are, particularly myself, requested at the hear- 
ings in Washington, D.C., we asked for May 15, 1958, which has been 
amended and written into the grandfather rights bill, for which we 
are very grateful; and it served a very good purpose; there were many 
people that tried to get on the Alaska bandwagon right at the last 
moment, and came in with a service that was not necessary to Alaska. 

Senator Bartietr. And your desire was to fix a date prior to the 
achievement of statehood, when much more interest and activity was 


manifested ? 
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Mr. Trams. That is right. Actually, some time prior to the actual 
date of statehood, which drew the publicity, why, there were a few 
people who tried to jump that date by a few months. 

Senator Barrier. Can I take a look at that? 

Now, Mr. Iiams, the amendment to which you object or the lan- 
guage rather than the amendment itself, sets January 3, 1959, as the 

ate; is that correct ? 

Mr. Itams. The January 3 date, and not the date alone but the 
statement “and has so operated since that time” infers to all the in- 
formation we can gather, that at a later date, it could be construed 
that that granted a grandfather right to the carriers that only the 
carriers that were existing at that time—and, as I say, this is a very 
new concept of transportation to Alaska, and has priven out by the 
carriers that have tried it, to be the most economical means of coming 
into Alaska; since statehood, we have not been allowed to continue— 
many of the other carriers haven’t been allowed to continue with 
plans that they were forming, because of the jurisdictional dispute. 

Senator Bartitetr. Then, for practical purposes, if the piece of 
paper that is now before you should become a law of the land, all those 
engaged in trucking in Alaska prior to May of 1958, would be con- 
strued to fall within the grandfather clause ? 

Mr. I1ams. That is right, sir. 

Senator Bartietr. And would have that protection ? 

Mr. Trams. Yes. And they would still have to prove up that they 
had been operating; it isn’t just a matter of a man making a state- 
ment that he did operate; the Commission’s regulations are a little 
more stringent than that; but it is a far more normal—for lack of 
terminology, I will say an easier way to prove up on his past opera- 
tions, is under the grandfather privilege. 

Senator Bartretr. As a matter of realistic application, at this time, 
only one company might benefit from the language in the amendment, 
starting on page 11, and continuing to the end of the bill on page 12, 
to which you offer some objection ? 

Mr. Irams. Might I answer that by saying. “At present, the way that 
is worded, yes.” I believe I made in my statement here, that we 
realize that there is an urgent need for the continuation of that one 
company’s type of service, but we believe that it should be allowed to 
enlarge upon that service by other carriers coming under this same 
FMB interim control of that type of operation until this jurisdictional 
thing can be resolved by the passage of some type of bill along S. 2452. 

Senator Barrierr. But, if the Congress is not mindful of that plea, 
then it would be Garrison Fast Freight, and none other ? 

Mr. Itams. At the present time, to my limited knowledge, and all 
that I have been able to find out, I would say “yes”. 

Senator Barrierr. I have to get away from that “present time,” 
though, because that—that confuses me, and I am easily confused. 

Wouldn’t it be forever, instead of the present time ? 

Mr. Trams. Unless the passage of a bill, such as the S. 2452 would 
rescind this section 8. 

Senator Bartierr. But it is. 

Mr. Irams. With that section 8 in there, I would say “ves.” 

Senator Bartuerr. If this bill S. 1509, if it passed the Senate and 
becomes law, and no other legislation on this subject is offered and 
accepted, it would be Garrison’s Fast Freight, period. Right? 
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Mr. Lams. The only other people that could enter into it would be 
by proof of convenience and necessity. 

Senator Barrierr. And you have submitted this is a long, tortuous, 
and difficult process ? 

Mr. Trams. Right. 

Senator Banterr. Now, one more question: Why should not Gar- 
rison’s Fast Freight have the protection this Consolidated or Garri- 
son Fast F reight was the only carrier that had gone on to this, and [ 
grant you that they need some protection, all right; but they have a 
lot of protection, in my personal opinion, enough protection without 
the law. 

Senator Barrietr. Mr. Barton, will you take over? 

Mr. Barron. Mr. Lams, isn’t it true that this section 8 was added 
to S. 1509 to prevent people operating in a certain manner from 
becoming freight forwarders under the “Interstate Commerce Ac t, if 
such carriers were made subject to the Interstate Commerce Act? 

Mr. Itams. I believe that that is right, and they are referring back 
to—we realize that there is an urgent need for an amendment of this 
type; but the particular wording granting the grandfather right to 
it is what we object to. 

Mr. Barron. I take it you admit an inconsistency in asking a 
grandfather right be—— 

Mr. ItAms. Right. 

Mr. Barron. Denied here, but set at a convenient date of May 15, 
as you desire for your own operation ? 

Mr. Itams. Right. 

Mr. Barton. Well, you do understand, though, that this concept, 
or you would say the concept is all right, it is the date that you object 
to! 

In other words, if it is drafted so that your company could come 
under it, you would like it, I take it ¢ 

Mr. I1ams. That is true; but I know that there are other operations 
of this type that want to come under it, and I didn’t want to go into 
this, but I will say that we tried it, our company tried it 2 or 3 years 
ago, and through many faults not our own, it was discontinued. And 
this says “in continuous operation since.” 

Mr. Barron. What date would you suggest, instead of January 3, 
1959 ¢ 

Mr. Itams. I might even say that the “in continuous operation since” 
is one of the big objections from my personal viewpoint. 

Mr. Barron. You said “it has so operated since” ? 

Mr. Irams. Yes; that’s right. 

Mr. Barton. What date would you suggest ? 

Mr. Itams. [Pause.] I'll have to pass on that one. I don’t have 
a date fixed. 

Mr. Barron. Would you be willing to have that same date that 
you pick applied to these 27 or 28 carriers that you mentioned are 
now trying to serve Alaska with motor transportation service? 

Mr. Trams. Frank Barton is bringing out my inconsistency here— 
on the one hand wanting one thing and on the other hand denying 
yourself. 

Mr. Barton. I just want to get the record clear. 

Mr. Irams. The May 15 date—May 15, 1958, would actually worsen 
the situation, if you follow the- 
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Mr. Barton. I see. 
oe I1ams. We are advancing that date, instead of regressing with 

e date. 

Mr. Barton. Let’s see if I get your statement straight: You pre- 
fer something like S. 2452 rather than S. 1507; you prefer the Joint 
Board type of regulation to regulation by the Interstate Commerce 
Commission; is that true? 

Mr. Itams. Yes. And the S. 2452 is the permissive filing, rather 
than the mandatory filing at this time of through bill joint operations. 

Mr. Barron. Why do you prefer the S. 2452. Allowing permissive 
filing, rather than the S. 2451, providing for mandatory filing? 

Mr. Trams. I believe that the mandatory filing would be sufficient 
at a later date; but it has been brought out by several of the wit- 
nesses Saturday that the mandatory filing would cover all 50 States, 
and an unsound operator—I am getting backwards here—the sound 
operator would be forced to file with a small haywire outfit. 

Mr. Barron. Even if it applied only to Alaskan and Hawaiian 
transportation, and didn’t apply to the southern 48 States, you would 
still be opposed ? 

Mr. Ilias. This forcing of filing with all carriers would be the 
objection. 

Mr. Barton. Tell us, as a practical matter, why the mandatory re- 
quirement is bad, in your opinion ? 

You have hinted at it by saying it would force unsound carriers 
to team up with sound ones; can you give us a bit more? 

Mr. I1ams. The financial responsibility of one carrier may not suit 
with the other one, at all; and, if he was forced into a joint venture, 
it would be a very unhappy marriage, that neither one of them could 
live with; and thus, cena of getting rid of problems, it would create 
problems in the transportation system. 

Mr. Barron. In other words, when some form of financial responsi- 
bility fell on the carriers that had been forced to operate together, 
some might be unable to pay; consequently the burden would neces- 
sarily be borne by the solvent group ? 

Mr. Itams. That’s right. 

Mr. Barron. Senator, that’s all that I have at this time. 

Senator Bartierr. You inspired me, I want to ask one more ques- 
tion. 

The committee, of course is here, and in consideration of these bills 
elsewhere, not primarily in the interests of the steamship company, or 
the airlines, or the truckers, no matter how dearly we love them, but 
in behalf of the public; and I think that your cueinention about what 
might happen, on a mandatory filing, goes a long way to satisfy me. 
You might, as you suggested, have chaos result from a situation like 
this; but, on the other hand, I am reminded that an expert witness—I 
know the Government official who so testified would be pleased by my 
allusion, and I think he is an expert—I don’t remember who it was, 
at the moment—but he said that the filing of joint through rates—he 
was an expert witness, to interrupt myself, and he was Mr. Kinnaird, 
and not with the Government—but he said that the filing of joint 
through rates would result in lower costs for the consumer; and he 
mentioned the fact that his own company filed with the Federal Mari- 
time Board and the ICC for a joint through rate to Hawaii. 
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This was rejected by both agencies on the grounds that neither had 
jurisdiction, but my recollection, not from what he said, but from 
something I heard in Washington, that that lowering of costs might 
be as much as 10 percent; therefore, and this is the question I desire 
to ask you, Mr. liams: 

Why should not these committees, the House and Senate committee 
and the Congress, create a situation to force the industry, which will 
have large protection by way of existence from these grandfather 
rights, and so forth, to give the consumers the best possible break by 
requiring joint through rates; because, under the permissive bill, 
maybe no one will ever file them. 

Mr. I1ams. Under the permissive bill, the word “permissive” is made 
mandatory by competition, actually. The demand for lower rates being 
considered as competition the public demands a lower rate, the through 
bill handling, it has been proven, is the most economical way to handle, 
but, to have this economical way of handling, you must file with a 
companion carrier that is agreeable to get along with, financially op- 
erationwise and responsibilitywise. The mandatory filing would force 
an unhappy marriage which—of these different companies—which 
would be, in my terminology just like an unhappy marirage of man 
and wife, and the wife went out and made it a very expensive mar- 
riage; and I believe that that could result from a mandatory filing. 
It would be, the saving would—or could, rather, be lost by an inefli- 
cient operator in the middle some place. 

Senator Barrierr. You are not lost for very adequate answers, I 
might say, Mr. liams. 

Representative Moulder? 

Congresman Moutper. I have no questions. 

Senator Bartierr. Do you have any more questions ? 

Mr. Barton. No more, Senator. 

Senator Barruerr. Thank you very much. 

Mr. Haagen, please. 


STATEMENT OF JAMES J. HAAGEN, ANCHORAGE, ALASKA 


Mr. Haacen. My name is James J. Haagen, and I live at 2604 
Crestwood Avenue, Anchorage. 

_ This testimonial is given on behalf of the Alaska Carriers Asso- 
clation. 

It is the opinion of the asociation there can be no effective regula- 
tion of the transportation industry in Alaska without the regulation 
of the Alaska Railroad. The railroad is a major segment of the in- 
dustry at the present time. This is due to its ability to control the 
traffic in one way or another coming into the Anchorage and Fairbanks 
areas. As you are aware, the major portion of the cargo transported 
in Alaska is through traffic originating in the south 48 States and 
moving by water carriers into the Ports of Seward, Whittier, Valdez, 
and Anchorage. Since the only adequate facilities for handling large 
cargoes from oceangoing vessels are at Seward and Whittier, and the 
fact that these two facilities are controlled by the railroad, gives the 
railroad a big hand in controlling the traffic. 

In the case of Seward, the railroad owns and operates the docking 
facilities where the vessels unload their cargoes. As further reason 

51709—61——14 








204 


for the railroad to be regulated by the same commission as the truck- 
ing industry, I would like to inform you of a few of the ways the 
railroad controls their competition between Seward and Anchorage. 
Shortly after the $7 million was completed in Seward, which re- 
duced handling costs considerably, the railroad issued their dock 
tariff No. 37-E which replaced 3/—D. The tariff put more trucks 
off the Seward Highway in the spring of 1958 than the moose did 
in the winter of 1955. I would like to name a few rates in this 
tariff to show how this tariff works against the trucker but does not 
affect the railroad since the rates and charges are absorbed by the 
railroad when the trafiic is routed via rail to points beyond. 

It should interest you to know that shippers, truckers, and con- 
signees handling cargo destined to Seward town or areas not served 
by the railroad are also penalized by these charges. If you use the 

railroad tariff 5—N, you will find that their proportion of a through 
rate from ship’s tackle, including all charges, to Anchorage on a 
shipment of 60,000 pounds of antifreeze is $0. 67 per 100 pounds, in- 
cluding storedoor deliv ery, if the shipment is in a certain type con- 
tainer. If this same shipment is routed via truck to Anchorage, the 
railroad, applying terminal tariff No. 37-E will assess a rate of 
$0.43 per 100 pounds for wharfage and handling. What the rail- 
road actually does for this $0.43 per 100 pounds is move the cargo 
from ship’s tackle to first place of rest on the dock. This leaves the 
trucker $0.24 per 100 pounds to move the cargo from first place of 
rest on the dock to his truck, load his truck, make the line haul to 
Anchorage and deliver storedoor. What this means is if the dock 
was regulated rather than controlled by the railroad and the rail 
freight assessed these same charges, the railroad would receive $0.24 
per 100 pounds for the line haul, including storedoor delivery if 
shipment is in a container. 

Now, I want you gentlemen to understand that very clearly. That 
this cargo, the same cargo, had charges assessed against it, and the 

same amount is assessed against this cargo that moves by truck, the 
railroad would haul this cargo to Anc -hor: age and deliver it for $0.24 
a hundred pounds. 

Just a few more examples, briefly, here. I would like to point out 
so that you understand that there isn’t just one or two items - ut 
these charges apply to, but nearly all of the items in this tariff i 
assessed charges that prohibit truck freight movement. 

Asphalt, 30,000 pound shipment: Railroad proportion $0.40 per 
100 pounds. 

That’s what the railroad receives for handling this cargo from 
ship’s tackle, across the dock, in the rail cars, and deliver to Anchor- 
age. If it moves by truck, the railroad will apply terminal tariff 
37-E, and assess a rate of $0.43 per 100 pounds against this ship- 
ment for handling it from ship’s tackle to first place of rest on the 
dock. 

This results in a situation where the terminal charges to the 
trucker exceed the charge by the railroad for handling over the 
dock, loading into railcars and transporting to Anchorage. 

Another item: 

Cable, electric: Railroad proportion, $0.58. Terminal charge as- 
sessed to truck freight, $0.43. Amount left for trucker, $0.15 per 
100 pounds, line haul to Anchorage. 
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Cement: Railroad proportion, $0.55. Charges assessed on truck 
freight, $0.25%. Amount left for trucker, $0. 29%, 

Canned salmon: Railroad proportion, $0. 08. Assessed on truck 
freight, $0.2634. Amount left for trucker, $0.3114 per 100 pounds. 

Petroleum gas liquefied: Railroad pr éportion, $0.45. Charges 
assessed against truck cargo, $0.29. Amount left for trucker, 
$0.16 per hundred pounds. This is the amount of money that 
the trucker would have left if he quoted a competitive rate, which, 
of course, the ICC wouldn’t permit, because the trucks are now 
regulated. 

Groceries, canned goods: Railroad proportion, $0.58. Charges as- 
sessed against truck freight, $0.4314. Amount left for trucker, $0,144 
per 100 pounds. 

Reinforced steel: Railroad proportion, $0.46. Charges assessed 
against truck cargo, $0.43. Amount left for trucker, $0.03 per 100 
pounds. 

Lumber: Railroad proportion, $0.51. Charges assessed against truck 
freight, $0.37. Amount left for trucker, $0.14 per 100 pounds. 

I would like to add here that the rate for the movement of lumber 
from Whittier to Anchorage, shipper loading count is 30 cents per 
100 pounds. 

Plasterboard and plywood: Railroad proportion, $0.48. Charges 
assessed against truck cargo, $0.375. Amount left for trucker, $0. 105 
per 100 pounds. 

Another way the railroad controls the trucks te some degree is the 
fact the railroad will not handle any advance charges due truckers 
on cargo tendered them for movement via rail nor will they handle 
any beyond charges in case of prepaid shipments. These are common 
practices between carriers anywhere. It is the policy of the railroad 
to load heavy lifts to railcars instead of loading them direct to trucks 
in which case wharfage, carloading, and car switch charges are 
assessed. At docks and piers throughout the country, this cargo would 
be loaded direct to trucks and wharfage only would be assessed. 

All these rates, charges, and abnormal practices are good reasons 
why the railroad should be regulated as are other modes of the trans- 
portation industry. 

In the case of Whittier, there is no highway, no airfield, so all 
transportation must be performed by the railroad. 

In the case of Valdez, a few years ago there was a substantial 
amount of cargo moving through this port. The cargo consisted of 
a major portion of the commercial-type cargo and large tonnages of 
construction materials for north of the range areas. These were the 
days when trucking began developing into a major industry. The 
highways were being improved and it appeared in a few years the 
country would have a first-class trucking industry with modern, up-to- 
date equipment and trained personnel. This was also when the con- 
tainer programs were being advanced rapidly by several trucking 
lines, a barge and steamship line. These modern container barge- 
truck and vessel-truck operations cut heavily into the railroad’s traffic 
and it appeared in a few years the railroad would be reduced to its 
proper perspective, and perform the services that it was originally 
intended for. This was also about the time the railroad was rebuilt 
and refitted with new rolling stock principally for the benefit of the 
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military in case of emergency. The military must have thought of 
the railroad as a carrier to be principally used in time of emergency 
as with the exception of cargo used to keep the Military Sea Transport 
Service going, and to justify the expenditures in rebuilding the port 
of Whittier into a modern facility, the military preferred to ship 
via the motor carriers on through movements of water and truck 
service. This water truck container movement was beneficial to the 
military as it reduced damage, paperwork, delivered perishables for 
the first time in good condition, and cut intransit time considerably. 

It appeared at this time the water-truck services would in time de- 
velop nearly all the general type cargo. Since there had always been 
stiff competition between the railroad and the truckers on cargo into 
the Fairbanks area, the railroad started cutting rates and the war was 
on. Since the railroad is owned by the U.S. Government and .- 
parently has unlimited credit, the trucks simply could not win. So 
as fast as the finance companies repossessed the trucks, the cargo dis- 
appeared from the Valdez port and to this day remains away except 
for small tonnage which is shipped through Valdez because of certain 
destinations or through loyalty to the truckers by various shippers. 
Even though the water rates from the South 48 to the ports of Seward 
and Valdez are the same, and the distance from Valdez to Fairbanks 
is shorter than from Seward to Fairbanks, the trucker cannot effec- 
tively compete on traffic destined for Fairbanks. In fact, since the 
trucker is regulated at the present time, the Interstate Commerce 
Commission will not permit a rate which would attract any amount of 
tonnage. As a result the city of Valdez is deprived of traffic which 
it rightfully deserves with respect to its geographic location. 

Only in the Anchorage Port development is there some promise of an 
operation which will not be controlled by the railroad. 

I would like to emphasize the fact that there is some promise—it 
isn’t a sure bet yet. 

In the past several years, barges have operated into Anchorage and 
unloaded at ocean dock which is owned by the railroad and leased to 
the Army. While relations with the Army for the use of the dock 
have been satisfactory, the railroad publishes the tariff which the Army 
used for assessing charges. In addition to the Army dock, there are 
two barge docks which are used for unloading cargo. Since these 
docks are located on railroad leased land, in the past the railroad has 
tried to prohibit general cargo from moving over them and in some 
cases refused to agree to the use of these lands for unloading cargo 
of a type which the railroad is interested in hauling from Seward. 

When the new Anchorage ony dock is finished, it appears the truck- 
ing industry will have an even break operationally with the railroad. 
However, if the railroad is not regulated, as the trucklines already are, 
there is always the possibility of the railroad making special arrange- 
ments with various water carriers for through cargo and the truckers 
will be right where they are today at Seward, Whittier, and Valdez 
and with the possible exception of Anchorage cargo, the railroad will 
still control the traffic on aemah movement to the interior. 





Senator Bartietr. That is your statement ? 

Mr. Haaaen. Yes, sir. 

Senator Barriett. Representative Moulder? 

Congressman Moutper. Mr. Chairman, as I understand your testi- 
mony is that after construction of the $7 million dock at Seward, the 
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railroad did not increase its overall rates, if the railroad carried the 
freight ? 
r. Haacen. That is correct. 

Congressman Movutprr. In other words, the facilities that were 
constructed there at the taxpayers’ expense, including the truckers—— 

Mr. Haagen. Right. 

Congressman Moutper. Was used to compete, or to destroy their 
business ? 

Mr. Haacen. Well, very definitely, the Railroad needed a dock, 
there is no question of ‘that. They needed it badly. They had needed 
it for years, long before they ever 

Congressman Movutper. What I am trying to say is that it was a 
Government-owned f: acility ? 

Mr. Haacen. Right. 

Congressman Mover. Which should have been used for the bene- 
fit of « all carriers, including the railroad, of course ? 

Mr. Haacen. That is correct. 

Congressman Movutper. That is the way that I understand you. 

Mr. Haacen. And at the same time, Senator 

Congressman Moutprer. I am a Member of the House. 

Mr. Haacen. Or Representative. At the same time, they increased 
their charges to the trucker, while their costs of handling the cargo, 
whatever they may be, from ‘ship’s tackle to first place of rest, reduced 
considerably, due to the new dock, and additionally, due to containers, 
unitized cargo, palletization, which was advanced by the steamshi 
lines. And at the same time, the charges to the trucker were satediaied. 

Congressman Mouber. Yes. Iam very much impressed by your 
statement. Here is a public facility, built at the taxpayers’ expense 
for transportation facilities, and should be accorded to all transporta- 
tion carrier S, as well as the railroad. 

Mr. Haagen. That’s right. And the people that aren’t a party to 
the battle, so to speak, are also being penalized by these abnormal 
charges. 

Mr. Moutper. Yes. 

Mr. Haagen. There is a lot of cargo moved over the dock at 
Seward which would not necessarily need to have any handling charge 
assessed at all. 

Congressman Mounper. I see. May I say, if I am wrong in this, 
Iam sure that Senator Bartlett will correct me, or some other person— 
I am sure there has been some concern about if this bill is passed, that 
it would create increased freight rates on the railroad to points where 
they may be the only facilities serving the people. 

What information do you have on that ? 

Mr. Haacen. I have no information on it. It would be my opinion 
that with container programs being continually advanced that the reg- 
ulation of the railroad would not necessarily increase their rates. 

Congressman Mourper. That is the Interstate Commerce ? 

Mr. Haacen. I am not saying that they wouldn’t be increased. I 
am saying that the regulation ‘would not necessarily increase them. 

Congressman Movutper. The Interstate Commerce Commission, of 
course, in controlling these matters, take into consideration many 
factors other than the investment ? 

Mr. Haacen. That’s right. 
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Congressman Movuuper. And the cost of operation involved. 

Mr. Haacen. It would seem to me that on most commodities, other 
than the fact that the railroad furnishes free delivery on carload lots 
in some cases, and in some other cases they do not; but the railroad’s 
revenue is probably adequate. But the trucker cannot effectively 
compete, because he is penalized by these abnormal charges. 

Congressman Movuuper. Especially the dock charges. 

Mr. Haacen. That’s right. And, not only the charges, but the— 
the—his operational problems at Seward, as well. 

Congressman Movuuper. That is all, 

Senator Bartierr. Mr. Barton? 

Mr. Barron. Yes, sir. 

Mr. Haagen. Do you favor ICC regulation of water transportation 
between the ports in the State of Alaska and other ports of the 
United States; or do you prefer the Joint Board approach, as set 
forth in either S. 2451 or S. 2452? 

Mr. Haagen. Well, I would prefer the ICC regulation; however, 
I am quite sure that that’s due to other factors, such as Hawaii and 
some other factors, that it’s too much to hope for. That the Joint 
Board is probably the best that we can get, and that is a must. 

Mr. Barton. From your testimony I gather that you would go 
along with the Joint Board proposal in which there would be permis- 
sive filing of rates and routes and regulation; but, in any event, you 
want the ICC to regulate the operation of the Alaska Railroad within 
Alaska ? 

Mr. Haacen. Very definitely; and very definitely the Joint Board 
regulates their through charges, in connection with a water carrier 
from the south—the 48 States. 

Mr. Barton. Do you share Mr. liams’ feelings about the manda- 
tory bill, S. 2451, which would require carriers to be joined that didn’t 
necessarily want to be joined ? 

Mr. Haacen. Well, I would say that that’s right. However, from 
past experience with these through movements, if a carrier doesn’t 
want to join a through movement, or if he cannot join a through 
movement because the law prohibits it, in some fashion or other, he is 
not going to haul much cargo; because, 90 percent of the cargo, or 
whatever the percentage is, the majority of the cargo is through 
traffic; and unless you are part of a through movement, you are pretty 
much an interstate trucker. 

Mr. Barron. I take it that these are what you term to be abuses? 

Mr. Haacen. That’s right. 

Mr. Barron. Or discriminations as set forth in your statement giv- 
ing the various items and the amounts by which you state you suffer. 
Do you feel that if the Alaska Railroad were made subject to Inter- 
state Commerce Commission jurisdiction, that these matters would be 
handled equitably after adjudication by the Commission ? 

Myr. Haagen. Well, you have a unique situation here, whereby if the 
Joint Board regulated the through trafiic without concern of the rail- 
road’s extra activity, such as operating piers, probably the situation 
from the standpoint of Seward to Anchorage would not be corrected. 
It might be brought to the attention of public officials that might be 
concerned, but I think that the Interstate Commerce Commission 
should regulate any operation the Railroad has, in Alaska, where 








ALASKAN AND HAWAIIAN TRANSPORTATION 209 


there is through traffic involved; in other words, if the Interstate Com- 
merce Commission cannot regulate something within the State, even 
though the operation is within the State, it is part of a through move- 
ment; it is a link in the chain, and they certainly should regulate the 
operations of docks, where they are handling through traffic. If it is 
local cargo, that is another matter. 

Mr. Barron. If there was Joint Board legislation, would there be 
some question as to just what point the ICC regulation of the Alaska 
Railroad took effect ? 

Mr. Haacen. That’s right; that is why the Jomt Board is a must, 
in—as a substitute for Interstate Commerce Commission running the 
whole show. 

Mr. Barton. Thank you, sir. 

Senator Barrierr. Mr. Haagen, I shall not seek to question you in- 
tensively about your statement; I want to thank you for having 
brought these matters to the attention of the committee; and they will 
be looked into. 

Mr. Haagen. Thank you, sir. 

Senator Bartierr. The chairman would like to express a personal 
conclusion that the material submitted by Mr. Haagen must be con- 
sidered further by the committee, and I trust, Representative Moulder, 
that you will agree with me, that this ought to be done, while we are 
in Alaska, and not through the submission of a statement. I think 
that it would be well for the committee to be in a position to question 
the Alaska Railroad management about these very matters; and 
I note the presence in the hearing room of the Assistant General 
Manager of the Railroad, Mr. John Manley, and of Mr. Fitch, and 
I would like to express the hope that they will make arrangements 
for a representative of the Railroad to appear before the committee 
at Fairbanks, so we can inquire into these matters. Could you do 
that, Mr. Manley ? 

Mr. Mantey. Mr. Chairman, the Railroad will have representation 
at Fairbanks. 

Senator Bartierr. And before the next witness is called, the chair- 
man has been asked to announce, for the benefit of those who are 
going to Seward by the Alaska Railroad tonight, that the train will 
depart from the regular station at 8:45 p.m. and anyone who is not 
there by 8:59 p.m. will be left in Anchorage, because the train is 
going to go at 9 o'clock. 

Mr. McCahill, we are glad to have you here. 


STATEMENT OF TOM H. McCAHILL, REPRESENTING McCAHILL 
FREIGHT & WAREHOUSING C0., INC., AND THE ALASKA CAR- 
RIERS ASSOCIATION, ANCHORAGE, ALASKA 


Mr. McCantitit. I am Tom H. McCahill. I live at 501 Fireweed 
Lane, Anchorage, Alaska. I represent McCahill Freight & Ware- 
housing Co., Inc., and also the Alaska Carriers Association. I would 
like to present our views on Senate bill No. 1508 which would bring 
the Alaska Railroad under the jurisdiction of the Interstate Com- 
merce Commission. 

We feel that it was the intent of the organic act to establish a rail- 
road that would help promote the growth of the territory of Alaska 
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and to furnish the transportation necessary to the military bases in 
Alaska. We do not feel that it was the intent of the organic act to 
establish a railroad that would, once there were other modes of pri- 
vately owned transportation available, continue to operate in direct 
competition with these other modes of transport. 

The Alaska Railroad does have a definite place in the transporta- 
tion picture of the new State of Alaska. The Railroad connects with 
all of the major military bases and sites. Many commodities are 
more suitable for movement by rail than by other modes of trans- 
portation. The Railroad is needed for an alternate link between the 
military bases in the event of an emergency. 

Many millions of dollars of Federal funds have been spent in the 
last few years for the rehabilitation of the Alaska Railroad. Mil- 
lions have been spent for new facilities and new equipment. It has 
never been required that the Alaska Railroad earn a return of any 
kind on the moneys invested. Are these good business practices ? 

Maybe that question shtould not be before this committee, but I 
wrote it as I thought it. 

Senator Bartierr. Well, it is perfectly all right to present it, Mr. 
McCahill. 

Mr. McCann. Each year, the Alaska Railroad spends thousands 
of dollars on freight solicitation, radio and television programs, ad- 
vertising the services of the Alaska Railroad. 

And, each year the Alaska Railroad adds more, bigger and better 
trucks to their already tremendous fleet. These trucks are being 
purchased for the sole purpose of giving, free of charge, delivery 
service to the customers of the Alaska Railroad. These trucks are 
operating under Federal licenses and are not being licensed in the 

tate of Alaska. This practice of the Alaska Railroad offering free 
delivery has been the direct cause of the business failure for approxi- 
mately 14 local transfer companies in the Anchorage area alone, in 
the past 3 years. 

The Alaska Railroad operates the dock and acts as receivers for 
the steamship and barge companies discharging their cargo in Sew- 
ard, the main port of Alaska. We feel that the Alaska Railroad has 
taken advantage of this situation and have used unfair practices in 
regard to highway freight being transported out of Seward. These 
unfair practices have caused the business failure of more than 12 
highway carriers in the past 8 years. I have personal knowledge of 
these business failures, as we are now the only highway carrier still 
operating regularly out of Seward to Anchorage and other points 
served also by the Alaska Railroad. 

It may be necessary for my company to discontinue operation out of 
the port of Seward after I have testified before this committee. 
[ Laughter. ] 

Some of the unfair regulations imposed upon highway carriers 
by the Alas':a Railroad, in the operation of the Seward doc k, may 
seem to be of little consequence at first glance; however, when grouped 
together, they add up to a near- impossible situation. 

The Seward dock is open for operation 24 hours a day, 7 days a 
week—with the exception of national holidays—for the discharge of 
cargo from vessels and loading of rail freight. For highway car- 
riers, the dock is open 5 days a week, 8 hours a day. If it is ab- 
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solutely necessary to ioad at other times, we may load by paying addi- 
tional wharfage and handling charges plus overtime charges for the 
freight checker, provided that arr angements are made in advance 
with the dock agent. 

USE OF FORKLIFTS 


There are several other items here that we will just take off the cuff, 
such as the use of forklifts at the Seward dock. I am not reading 
now, just—here a few years ago, up until a few years ago, approxi- 
mately 3 years, we have used our own forklifts. 

Up until that time, we had to lease from the railroad their equip- 
ment, and pay an excessive rate for the use of this equipment, and 
it had to be operated by the longshoremen. 

And then the railroad decided, “Well, maybe we can get more 
freight if we stop them from using our forklifts.” We were not al- 
lowed to use our own forklifts on the dock. So, overnight, with no 
notice at all, we were not allowed to even lease their equipment to 
load our heavy freight. So one of the boys got the bright idea, that 
was in the trucking business down there, of licensing a forklift, as a 
truck, and run it on the dock and haul the freight off of the dock to 
load it in our trucks, off of the railroad property, which we did. So, 
they finally, reluctantly, gave their consent to our having our own 
forklifts on the dock. 

Congressman Moutper. That’s the Alaska Railroad ? 

Mr. McCann. That’s the Alaska Railroad dock; yes, sir. 

Under their agreements with the Longshore Unions in Sewar d, they 
have been giving concessions to the Longshore Unions, one after the 
other. And in any port on the west coast that I am familiar with, 
the longshoremen give tailgate delivery to trucks loading at a port 
dock, or at a warehouse within a port. 

In Seward, the concession was that they can’t give tailgate delivery 
that might help a trucker; instead, they gave the longshoremen the 
same amount of time, by giving them the time to unload the ship’s 

allets, and do what ‘they call “flooring the merchandise; they take 
it off the ship’s pallets, and set it on the floor. We have to come 
along, right behind them, and pay wages for repalletizing the mer- 
chandise and taking it to our trucks. 

In many instances, you will see, if you visit the Seward dock, there 
will be a longshore crew taking freight off of a pallet here, and truck- 
ers putting the same merchandise back on a pallet right next to it. 
That is a little hard to believe, but that is the way they operate. 

Congressman Mou.prer. W ell, will you explain that more thor- 
oughly? As you say, it seems so absurd, it is hard to believe. 

Mr. McCaunmu. It is absurd. 

Congressman Moutper. Would you go over that again, what you 
mean by “pallet” and so on? 

Mr. McCauntu. A pallet is a framework of boards, on which they 
pile cargo to be discharged from the ships. 

Congressman Moutper. Yes. 

Mr. McCanitzt. And they can put their slings on this cargo pallet 
and swing it over the side of the ship, and land it on the dock. 

They land this pallet of merchandise on the dock, and it is taken 
into the warehouse, where Longshoremen take the merchandise off 
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of this framework, this pallet, and put it on the bare floor, And, 
right next to them, will be the truckers picking up the same mer- 
chandise, and putting it back on a ship’s pallet, in order to carry the 
merchandise to their trucks, which may be 50 or 100 feet away. 

Congressman Movutper. Instead of putting it into the trucks in the 
first pallet ? 

Mr. McCantiu. That’s right. 

Congressman Movrper. It is absurd, I will admit. 

Mr. McCantii. Another unfair practice they have is changing 
tariff rates, without notice, so as to get a certain haul. They will get 
advance billing that a certain shipment of some size, will be in on a 
certain ship. "They have the power to change, without notice, their 
tariff rates and call on these consignees before the merchandise ar- 
rives, and sell them this lower rate, consequently, diverting it from 
highway to rail freight. 

This is done without notice, and we have—in many cases the trucker 
has already been notified that they are to haul this freight; and the 
consignee, a lot of times, they will all save a dollar where they can, 
and you can’t blame them for it, but by the same token, it isn’t fair 
that the Railroad will have a published tariff and without notice, 
change the tariff overnight to get one shipment of freight, and then 
we show up in Seward with trucks enough to handle it, the ship- 
ment of freight, and it is already diverted to rail. We get no remu- 
neration, whatsoever, for running these pieces of equipment into 
Seward with drivers and loaders. 

In many instances, the Alaska Railroad has given free warehous- 
ing and free delivery service, on call, on grocery items, and many other 
items, right here in the Alaska Railroad terminal yards, in Anchor- 
age. I know of instances where they have given free warehousing on 
two and three carloads of groceries as a premium for them getting to 
haul the freight over the truckers; and I know that it—the consignees 
can call up and say, “We want 50 cases of this, and 50 cases of that,” 
and the Railroad will deliver it to them. 

Congressman Moutprr. May I ask you this question ? 

Mr. McCanmu. Yes, sir. 

Congressman Mouiper. Mr. Chairman ? 

What taxes are collected in Alaska to maintain and to build a high- 
way system ? 

Mr. McCantu. Most of our highways are built with Federal 
funds—well, I mean, since Alaska has become a State. Pardon me— 
we still haven’t taken over the highways and the maintenance of our 
highways, as yet. 

ongressman Movtper. I see. Well, of course, eventually, that 
will come, and I am wondering, of course, in other States that our 
great highway systems have, of course, been developed by the high- 
way users. 

Mr. McCanttt. That is correct. 

Congressman Moutper. And, if there there is a system of transpor- 
tation that is going to destroy highway users, of course, then we 
would never have any a in Alaska, unless some other form 
of taxation is provided, to build highways. 


Mr. McCann. We, I believe, are carrying our fair share of taxes. 
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We have to pay our State license, our fuel taxes, our Federal use per- 
mit taxes—— 

Congressman Moutprer. Well, that’s true in all of the States, of 
course, the trucks and automobiles and the highway users pay the 
taxes for the development, the construction sae development of the 
highways. The point I am making here is, of course, if there is 
going to be something to destroy the incentive for the construction 
of highways by some mode of transportation that is offering such 
competition, as you say, to destroy the use of highways, then there 
will never be any highways constructed. 

Mr. McCautmu. Well, farther back in my testimony, I believe you 
will remember that I said that I was the only trucker now left operat- 
ing regularly, out of Seward, along the rail belt. 

Congressman Movunper. Don’t misunderstand my statement, I am 
sure no one will, but my point is this: Everyone understands and real- 
izes the great importance the railroad has been to Alaska and the 
development of Alaska. Unquestionably, no one could dispute that 
fact, but as to how far that should go to hamper and to restrict and 
to prevent other developments in our modern times, as another State, 
especially with highway transportation, that is entirely another 
ig uma and I don’t think it was intended that it would ever 

€ SO. 

Mr. McCauttu. No; that is our feeling on the matter, too. We 
don’t intend—we don’t feel that the railroad was intended to compete 
with private industry. 

Congressman Moutper. Well, I don’t know, I don’t go that—I 
think that the railroad would, of course, have to compete with private 
industry, but not to the extent to which you have described it; cer- 
tainly not. 

Mr. McCanttu. Well, I believe that the railroad has a place in our 
transportation picture, naturally. 

Congressman Movuper. That is my point, and then that, naturally, 
would also be offering competition to the trucking industry. 

Mr. McCantz. But to offer fair competition. 

Congressman Movutper. That is the point, fair competition; that is 
what you are talking about. 

Mr. McCauttt. It is a different matter than what we have been 
offered to date. 

Pardon me, Mr. Chairman. 

Senator Bartierr. No, no, that is fine; you keep on going. 

Congressman Movtper. Well, I am especially impressed here by 
your statement on page 1 that these trucks have been provided; that, 
of course, brings up another point. Here the docking—the docks are 
built at great cost to—we don’t know whether it comes out of the 
profits or earnings of the railroad or the taxpayers or from where. 

Mr. McCanttu. Well, may I answer that for you? 

Congressman Moutper. But it certainly is not intended that—for 
them, I don’t believe so, to also branch out and use—also take over 
the trucking industry to provide free delivery service to—to prohibit, 
and prevent, as you say, private enterprise from prospering and mak- 
ing progress in the field of transportation. 

Mr. McCantu. Well, that is exactly what has happened, in Seward, 
and all along the rail belt. 
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Congressman Moutper. In other words, the trucks are considered 
as part of the—— 

Mr. McCauit. Part of the service; yes, 

Congressman Mou per (continuing). Part of the railroad’s service. 

That is all, Mr. Chairman, at this time. 

Senator Barrierr. Have you yet concluded your statement, sir? 

Mr. McCauttu. Not yet, sir. 

Senator Bartterr. You may proceed. 

(Items in statement, discussed hereinabove but not read: Flooring 
of cargo before delivery to carrier; publishing change in tariff rates 
W/O notice so as to haul certain commodities and certain shipments; 
and free warehousing and free delivery given some consignees as a pre- 
mium for diversion to railroad.) 

Mr. McCaniui. We strongly recommend that Senate bill 1508, 
bringing the Alaska Railroad under the jurisdiction of the Interstate 
Commerce Commission, be passed. And I personally feel that a joint 
board system of regulation for all the carriers is the only feasible solu- 
tion to our problem. We believe that it will be no greater hardship for 
the Alaska Railroad to comply with the regulations of the Interstate 
Commerce Commission than for any other railroad in the United 
States now operating under their jurisdiction. 

Senator Barrierr. With joint or mandatory filings? 

Mr. McCauitu. Permissive filings. 

Senator Barrierr. I mean permissive filings. 

Mr. McCauttxt. Mandatory filings, in Alaska, would never work. 

Senator Bartietr. Why ? 

Mr. McCann. Because of the financial condition of about 75 per- 
vent of the trucking concerns in Alaska. 

Senator Bartierr. Go ahead, Mr. McCahill. 

Mr. McCaniii. And we do not feel that it would be of any greater 
hardship on the Alaska Railroad to comply with the regulations of 
the Interstate Commerce Commission than for any other railroad in 
the United States now operating under their jurisdiction. 

And that is the end of my statement. 

Senator Barrierr. Mr. McCahill, will you tell us what the Alaska 
Carriers’ Association is? 

Mr. McCann. The Alaska Carriers’ Association is a very new 
organization, still in its infancy. 

Senator Bartietr. When was it organized ? 

Mr. McCautt. The organization started approximately 5 months 
ago. We probably represent 35 or 40 percent of the carriers in Alaska 
today, as paid-up members. 

Senator Bartierr. What percent ? 

Mr. McCaumu. Thirty-five or forty percent—paid-up members. 
There are many more—the majority of the carriers are interested in 
joining. 

Senator Bartierr. Do you have with you, or available, so that you 
might supply it to the committee, a list of the officers of this association, 
together with their home addresses ¢ 

Mr. McCauuu. It is available; yes, sir. 

Senator Barrierr. Will you be guod enough to furnish it or have 
it furnished to the committee files ? 
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Mr. McCann. We will. 
(List follows :) 


Following are the officers of the Alaska Carriers Association, Inc. : 
OFFICERS 


Gene Rogge, president, Sourdough Freight Lines, Fairbanks, Alaska. 
Howard Weaver, secretary, Weaver Bros., Inc., Fairbanks, AlasKa. 
Mel Peterson, treasurer, Bgan, Sites & Lala, certified public accountants, Fair- 
banks, Alaska. 
BOARD OF DIRECTORS 


William L. McIlroy, chairman, Garrison Fast Freight, division of Consolidated 
Freightways, Inc., Box 1738, Anchorage, Alaska. 

Al Renk, Renk & Sons, Anchorage, Alaska 

Charles Tacheck, Tacheck Freight Lines, Soldatna, Alaska 

Jack Wallace, Copper River Freight Lines, Valdez, Alaska 

Tom Jatzeck, Alaska Valdez Transport, Valdez, Alaska 

Harry Cummins, in care of Peninsula Fast Freight, Anchorage, Alaska 

Howard Weaver, Weaver Bros., Inc., Fairbanks, Alaska 

Carroll Barber, V. D. Barber & Sons, Fairbanks, Alaska 

Gene Rogge, Sourdough Freight Lines, Fairbanks, Alaska. 


The membership of the Alaska Carriers’ Association, Inc., constitutes 95 per- 
cent of the certified common motor carriers in Alaska. 


Following is a list of the highway carriers which were operating out of Seward 
8 years ago. 


Anchorage Freight Lines H. W. Myers 

Anchorage Freight Distributors Kenai Freight Lines 
Palmer Transfer Seward, Anchorage Express 
Northwest Freight Lines Farnsworth Freight Lines 
BMR Trucking Co. Northland Freightways 
Galvin Truck Lines 


Now, there is only one carrier hauling regularly out of Seward, namely, 
McCahill Freight & Warehouse Co. 


The following two carriers were forced out of business in 1955 and 1956 due 
to extreme difficulty in handling cargo at the Seward dock. The Alaska Rail- 
road appeared to go out of their way to make cargo handling extremely difficult. 
Various shipments of LTL cargo were stacked in one pile on the Seward dock, 
requiring complete segregation by each freighting company in order to dig out 
their respective cargo. No effort was made, whatsoever, to segregate by the 
Alaska Railroad upon unloading freight from the ship. All cargo was thrown 
into one pile and segregation left to the carriers. The expense of handling and 
delay of delivery finally placed these two carriers in a position where they were 
unable to continue competitively : 

Totem Freight Lines (out of business 1956), Paul Gagnon (currently employed 
by the State government in Juneau). 

James Burke (out of business 1955), Jim Burke (now residing in Sacramento, 
Calif. ). 


Senator Bartietr. Mr. McCahill, you have made, of course, a con- 
tribution in the committee’s consideration of this legislation. The 
question seems entirely needless, but I shall put it, nevertheless: Why 
is it that you may be forced to discontinue operations at the port of 
Seward after having testified ? 

Mr. McCann. Well, after the—after the last hearings we had up 
here—let me see, they were in 1957, I believe, for two other carriers 
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that testified at that time, things in Seward, they made it almost un- 
bearable for them to operate in Seward, at all. 

Senator Barrierr. How ? 

Mr. McCann. By the handling of their freight, and refusing to 
cooperate with them. 

Senator Bartierr. Well, now, the longshoremen would physically 
handle the freight ? 

Mr. McCantit. Only to the forwarding of the freight. After that, 
it was—at that time, it was mostly thrown in a pile, and you sorted for 
your own. 

Senator Bartiett. At that time? 

Mr. McCautz. Right. 

Senator Bartierr. And their stuff was at the bottom of the pile? 

Mr. McCann. At the bottom of the pile; and—well, they weren’t 
any worse off than we were; however, we did get some cooperation at 
that time, because I didn’t happen to be a witness, or I didn’t give any 
testimony before the Commission ; consequently, I was the fair-haired 
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Senator Barruertr. It is your belief, then, that not only will you 
appear in Seward again, with a different color of hair, but that steps 
were taken against these freighters by the Alaska Railroad because 
they testified ? 

Mr. McCaumu. That is correct. 

Senator Bartietr. Do you have any names—their names? 

Mr. McCann. I can get their names. 

Senator Barriterr. Would you furnish their names for the com- 
mittee, please ? 

Mr. McCauitt. I would. 

Senator Barriterr. Now, Mr. McCahill, do you tell the committee 
that all practices which you named here, and to which you object, are 
current, or have some of them been discontinued ? 

Mr. McCauttu. Some of them have been discontinued. I was giv- 
ing the reasons for the failure in business. 

Senator Barrierr. Yes? 

Mr. McCanitx. Of many of these trucklines that used to operate 
out of Seward. 

Senator Bartierr. Now, what conditions obtain on the Seward 
Dock at this very time to which you object ? 

Mr. McCann. No. 1 is, their hours of service to the carriers out 
of Seward. 

Senator Bartietr. That is a fact for, as of today ? 

Mr. McCaumu. That is the main factor of today. 

Senator Bartietrr. Now, what else? 

Mr. McCautit. Another one is the mishandling of freight, and their 
failure to forward it so it is available to us before they start loading 
their trains. 

Senator Bartierr. And what else? 

Mr. McCanrmu. Oh, there are many small, seemingly insignificant 


things they pull, one after another, such as if we have a trailer par- 
tially loaded, backed up to the Seward Dock, and 5 o'clock comes, 
we have to put a tractor under that trailer and remove it from the 
Alaska Railroad property, out onto the street. 

Senator Bartierr. Are you told why? 
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Mr. McCaum. We are told it is a policy of the Alaska Railroad. 

Senator Bartterr. Any other examples which you would desire to 
name now? 

Mr. McCantw. Yes, the handling of cribbed freight. We handle 
considerable freight that is cribbed for our use, in Seattle, that is 
cribbed for our customers, and consigned to us, in Seward. 

Now, we have to remove the cribs entirely from railroad property 
before we are allowed to discharge those cribs into our own truck; 
we are not allowed to put the crib, in its entirety, into our truck, and 
go in our truck and break that crib down and store freight. 

We have to pull the truck off of railroad property before we break 
the seals on that crib of freight. 

Senator Barrierr. Do you have any other examples which you 
desire to cite? 

Mr. McCauttt. Not at this time, no. 

Senator Barttetr. Now, I ought to state here, so the record will be 
clear, that even if the Interstate Commerce Commission came into a 
position through passage of this bill, where it would have regulatory 
authority over the Alaska Railroad, it would have the responsibility, 
as I understand it, only of judging the reasonableness of overall rates; 
and under the Interstate Commerce Act, the Commission could not 
force the Alaska Railroad to reduce handling charges, or to alter, in 
any way, the stevedoring rules, so I want to state that, for your benefit, 
and for the benefit of others interested, so if the bill were to be passed, 
it would be known in advance that these matters could not be auto- 
matically taken care of by the Interstate Commerce Commission, but 
it would have to be done legislatively or administratively, to the 
Interior Department, in whatever way might be indicated, perhaps 
by way of a complete divorcement of the dock operation from the 
Railroad operation. 

So, if the I.C.C. comes into the—comes onto the Alaska scene, these 
things won’t be altered, because the I.C.C. won’t have any control, 
even if it desired, after investigation to make changes. 

Mr. McCaum. Well, Mr. Bartlett, we don’t expect or hope for an 
overnight correction of all of these things, but the bringing of the 
Alaska Railroad under some jurisdiction, other than its own, is at 
least one step in the right direction. 

Senator Bartierr. Mr. McCahill, in furnishing this list of officers, 
together with addresses, to the committee, the officers of the Alaska 
Carriers Association, when do you think that you could do that? Do 
you think that you could do that before—— 

Mr. McCautuu. Before I leave here tonight, yes, sir. 

Senator Bartiert. Then if you’d give that list to Mr. Miller here. 

Mr. McCannu. All right, sir. 

Senator Bartietr. Now, I should like, in this same connection, to 
make this same request of Mr. Manley, that I did with reference to 
the previous testimony. The committee will desire to inquire further 
into your charges, when it meets at Fairbanks, Mr. McCahill, and we 
are going to ask Mr. Manley, or some other official of the Alaska Rail- 
road, to comment at that time. 

Mr. McCann. And I believe that I will be in Fairbanks to hear 
that. [Laughter.] 

Senator Bartiert. Are you going up by railroad ? 
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Mr. McCaumu. No, I will fly up. 

Senator Bartiett. Mr. Barton? 

Mr. Barton. Mr. McCahill 

Senator Barrierr. Pardon me for just a second; Congressman 
Moulder made a very pertinent suggestion, in saying that we might 
desire to recall you at that time, after the Alaska Railroad people do 
testify, Mr. McCahill. 

Mr. McCauttt. I will be there. 

Senator Bartierr. All right. Mr. Barton? 

Mr. Barton. Thank you, sir. 

Does the Alaska Railroad still make these changes 1n tariff rates 
without notice ? 

Mr. McCann. That is correct, without notice, sir. 

Mr. Barton. Could you give us some specific examples? Not right 
at this minute, but for the record ? 

Mr. McCanmu. Yes. I can furnish many examples of it, sir. 

Mr. Barton. Do you think that would be desirable, Mr. Chairman? 

Senator Barttetr. Bring them to Fairbanks. 

Mr. McCauttt. I have quite a file on them. 

Senator Bartierr. We probably could think up a good many more 
questions, and will, before you appear before us again, at Fairbanks. 
Thank you, Mr. McCahill. 

Mr. McCann. You are welcome. 

Senator Barttert. Mr. Groh, please. 


STATEMENT OF CLIFFORD J. GROH, REPRESENTING THE ALASKA 
CARRIERS ASSOCIATION, ANCHORAGE, ALASKA 


Mr. Grow. Mr. Chairman, my name is Clifford J. Groh, and I am 
appearing on behalf of the Alaska Carriers Association. I am an 
attorney, and my mailing address is Box 2068, Anchorage, Alaska. 
The association has only been recently formed ee by 
persons engaged in the trucking industry in Alaska. It should be 
pointed out that the trucking industry in Alaska is comparatively new, 
since it has been less than 10 years since the highway from Seward to 
Anchorage has been opened. We believe that the development of 
many parts of Alaska has substantially increased with the building 
of highways and a fast growing truckin nen 

First, let me direct your attention to Senate bill 1508, which applies 
to provisions of the Interstate Commerce Act to the Alaska Railroad, 
in this statement called the railroad. When Alaska rightfully 
achieved its status as a State, all forms of surface transportation 
within and to and from Alaska, operating in interstate or foreign 
commerce, became subject to regulation under the Interstate Com- 
merce Act, except for the Alaska Railroad, and except for certain 
water transportation excluded by section 27(b) of the statehood act. 
The motor carriers thus became regulated by the Government. The 
benefits of such regulation to the public has been historically proven 
through the Motor Carrier Act of 1935, which was directed to elimi- 
nation of destructive competitive practices and discrimination in 
rates. The principal competitor of the motor carriers, namely, the 
railroad, is owned by the U.S. Government, and it is not regulated. 
If the Alaska Railroad was owned by Great Northern, Southern Pa- 
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cific, or any private corporation, it would automatically have been 
subjected to regulation when Alaska became a State. The Govern- 
ment 1s, 1n effect, subjecting the motor carriers to regulation. It has 
created and supports our chief competitor and leaves that competitor 
unregulated. A basic sense of fairplay demands that competitors be 
subjected to the same rules and regulations. 

It may logically be asked whether the fears of the motor carriers 
as to the destructive competitive practices of the railroad are justi- 
fied. I need only call your attention to the testimony of Mr. Harold 
Strandberg, on behalf of the fort commission of the city of Anchorage, 
and Mr. Hostetler, on behalf of the city manager of Anchorage, and 
who came before this committee and stated that they were fearful 
that the Alaska Railroad may utilize such restrictive leases when 
leasing property owned by the United States and under the jurisdic- 
tion of the railroad to such an extent that the dock being built by the 
city of Anchorage would be competitively destroyed by the railroad. 
If those gentlemen, who represent a large political subdivision, have 
cause to be alarmed about probable discriminatory practices, I can 
only suggest that you consider the plight of the motor carriers or 
shippers who presently lease land from the railroad. With the broad 
investigatory powers vested in this committee, I respectfully suggest 
that the records of the railroad for the past 5 years relative to leasing 
of lands could be subpenaed and the whole question of restrictive 
leases would be resolved. 

The previous testimony before this committee by various persons 
shows that the railroad ‘follows the policy of lowering its rates on 
traffic on which motor carriers compete. In areas and on products 
where competition is not present, rate levels are left undisturbed. 
Since the original hearings on Alaska transportation in October of 
1955, various ‘railroad representatives have testified that the railroad 
endeavors to comply with ICC regulations. In specific instances, I 
am sure they do. I am going to cite only a few examples where they 
have not told the whole story. 

1. Tariff 8-B of the railroad, which was effective April 30, 1959, 
ae a rate on petroleum products of $1.23 per hundredweight 
for shipment from Whittier or Seward to Fairbanks, Alaska. The 
same rate was applicable to Clear, Alaska, which is approximately 
60 miles south of ees The truckers’ rate, which is available 
in the local ICC office, was $1.15 per hundredweight. 

A supplement to tariff ‘8 hi, effective June 1, 1959—that’s a supple- 
ment by the railroad—reduced the railroad rate to Fairbanks to $1.15. 

But the rate to Clear, which i is a shorter haul by 60 miles, remained 
at $1.23. Incidentally, there is no road to Clear. This matter, I 
am advised, is a fourth section matter, and the ICC would require a 
showing before the rate to Fairbanks were reduced. The railroad 
competes where it can. As you know, there is a substantial defense 
installation being built at Clear; to whom does that contractor com- 
plain? Without regulation of the railroad, there is no agency avail- 
able to him, and he is paying the price for the reduction to Fairbanks, 

2. The members of the association I represent have told me that the 

railroad is offering free storage to consignees in Anchorage. This 
practice constitutes a rate concession, and 1s in violation of the Inter- 
state Commerce Act. 
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3. You have heard the testimony about the destructive competitive 
practices on the railroad dock in Seward. There are substantial 
services and terminal charges paid by the truckers which are absorbed 
by the railroad. The motor carriers freight is, by railroad policy, 
deboarded last and must be unloaded, and then reloaded on the trucks. 
The railroad prohibits direct loading from the ships to the trucks. 
Four years ago, there were approximately 10 trucking firms operating 
regularly from Seward. I am advised that there is now one regular 
operator. 

4. Railroad representatives have stated that there has been no 
general rate increase or decrease for many years. The point is that 
where competition exists, the railroad can grant a decrease on specific 
items which are being carried by motor carrier competitors. If the 

railroad is left unregulated and a motor carrier is transporting eggs, 
or any other commodity, the railroad can reduce its rates on that 
specific commodity and destroy the motor carrier competitor. After 
the motor carrier is out of business, the railroad rates can then be 
increased. 

5. There is no forum available to the shipping public to whom 
they can complain. I am advised of a specific instance where a con- 
signee diverted goods in Seward from the ship to a trucking firm. 
After delivery of the goods by the trucker, the railroad endeavored 
to collect from the consignee on the gr ounds that the railroad had 
-_ consented to such diversion. 

3. Another example of the unfairness of the present situation is 
that the railroad has complained to the ICC seine: failure of the 
truckers to comply with their tariffs. In that instance, the carriers 
tariff—that’s the motor carrier’s tariff—called for one man on the 
truck, and there were two men, which resulted in a complaint by a 
railroad employee. To what agency should the motor carriers com- 
plain about the railroad violations of its tariff? The railroad is 
using the ICC to insist on trucker compliance, which principle we 
heartily endorse, but also want applied to the railroad. 

I testified during the hearings held before this committee in 
W called. D.C., in early May of ‘this year. Unfortunately, I could 
not stay for the hearings held on the companion bill introduced in 
the House of Repres sentatives. I understand, however, that Mr. Ed- 
ward M. Fitch, the special representative of ‘the general manager of 
the Alaska Railroad in Washington, D.C., did testify during the 
hearings on H.R. 6244. Mr. F itch stated, i in part, as follows: 

We believe that truckers’ charges of unfair competition stem more from 
competitive enthusiasms than from sober fact, but we would like to see the 
truckers have their day in court. 

To which, incidentally, I might say Amen; we’d love to have it. 
| Laughter. | 

If we, who are responsible for the operation of the Alaska Railroad are 
right— 
and I am still quoting— 


the facts will bear us out. We have, therefore, suggested that the Interstate 
Commerce Commission be given the authority to entertain and investigate 
complaints as to Alaska Railroad tariffs from either truckers or shippers, and 
make recommendations as to these complaints to the Secretary of the Interior. 
The Secretary would then be free to adopt or modify the recommendations in 
the light of the public purposes for which the railroad exists. 
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We consider this a substantial admission on the part of the rail- 
road; and we believe, that the ICC should entertain and investigate 
complaints from truckers or shippers. We believe, however, that 
their jurisdiction should be compulsory rather than advisory. It 
seems so basically illogical to have a forum where complaints can be 
entered, where investigations can be made, and where protracted 
hearings would result, with the only result being that the findings 
would be submitted to the very person whom you are investigating. 
We believe that the recommendations of the Interstate Commerce 
Commission should be mandatory and that the railroad should be 
required to abide by them. 

We are in favor of Senate bill 1509, which provides grandfather 
rights for certain Alaskan motor carriers who operated within Alaska 
in interstate and foreign commerce before the date established in the 
bill. Grandfather rights have been granted in a number of amend- 
ments to the Interstate Commerce Act; namely, the Water Carriers 
Act, Freight Forwarder Act, and the Transportation Act of 1958, 
and others. If Senate bill 1509 is not enacted, then the motor car- 
riers of Alaska, although they have been in business for many years, 
would be required to go through long hearings to obtain certificates of 
public convenience and necessity. We supported Senate bill 1509 
during the hearings held in May, in Washington, D.C. The bill was 
amended by the addition of section 8, and that amendment has given 
some of the carriers considerable concern, since it provides for the 
retention of jurisdiction by the Federal Maritime Board of certain 

‘arriers. From my incomplete knowledge of the subject the amend- 
ment seems to continue the status of certain carriers until a joint 
board is created. We request that the status of all carriers be pro- 
tected, and that the committee reexamine the amendment added as 
section 8. 

The Alaska Carriers Association believes that the enactment of 
Senate bill 2452 is necessary. We previously have endorsed the Joint 
Board approach. ‘The motor carriers believe that freight rates would 
go down if matters relating to through service and joint rates could 
be filed with the joint board. The motor c uriers envision, incident- 
ally, a tremendous amount of interchange with air carriers. Because 
of the containerization that is being utilized in the air carrier field, 
and probable interchange with motor carriers, we believe that rates 
to the shippers would generally be reduced. 

We were pleased to hear the testimony of Mr. Stakem, of the Fed- 
eral Maritime Board, which indicates that the Federal Maritime Board 
now agrees that voluntary action in this field is preferable to the 
mandatory requirements of Senate bill 2451. 

S. 2514, which provides for the incorporation of the Alaska Rail- 
road, is obviously much more pertinent to that organization than to 
the carriers association. We want to make it clear, however, that we 
do not believe that this bill affects in any way S. 1 508, which | provides 


for the economic regulation of the railroad by the Interstate Com- 
merce Commission. 


INCORPORATION OF THE RATLROAD 


There were some editorials at the time that S. 1508 was pending to 
the effect that “why enact that bill, which provides for the economic 
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regulation of the railroad, when we have 2514 here, which will allow 
the railroad to be incorporated?” We don’t think that they are re- 
lated in any conceivable way. 

Congressman Moutper. Well, now, I want to make a point clear 
there. You mean by that that this will in no way affect the Govern- 
ment subsidization and financial assistance to the railroad? 

Mr. Grou. Yes, sir. 

Congressman Movutper. I certainly agree with you. 

Mr. Grow. And it would leave it unregulated, too. 

Congressman Moutper. Yes, sir; certainly. 

Mr. Grou. We can see no objection to incorporation of the railroad. 
We visualize that in a corporate status, the railroad could far more 
easily be transferred to private ownership. We suggest that if it is 
to be transferred at some later date, appropriate safeguards should be 
provided in the bill so that Congress is given the right to pass upon 
the advisability of the transfer. We would request that appropriate 
amendment be made to the bill which provides for at least 4 members 
of the 17-man Board of Directors being resident Alaskans, which 
amendment should obviously not be applicable in the event of sale to 
private interests at some later date. 

That concludes my testimony, and thank you for the opportunity 
of being here. 

Senator Bartierr. Representative Moulder. 

Congressman Moutper. Just clarifying again what you say that it 
would leave it unregulated, do you mean by that it would leave the 
financial arrangements unregulated? It would still come under the 
regulations of the Interstate Commerce Commission insofar as its 
operation is concerned ¢ 

Mr. Grou. Well, they do not presently come, and 8. 2514 only pro- 
vides for the incorporation of the railroad. 

Congressman Mouuper. Oh, I was talking—you are talking about 
this bill ? 

Mr. Grou. Yes, sir. 

Congressman Moutper. Specifically, in that connection ? 

Mr. Grow. Yes; yes, sir. 

Congressman Moutper. Oh. 

Mr. Grou. And that wouldn’t 

Congressman Mounper. Oh. I am referring to the other bill, that 
in the event the railroad comes under the regulations of the Inter- 
state Commerce Commission, it would in no way affect the financial 
arrangements in connection with, that the Federal Government may 
want to make in support of the railroad ? 

Mr. Grou. That is correct, sir. 

Congressman Moutper. In its maintenance and operation ? 

Mr. Grou. Yes, sir. 

Congressman Movciper. That is all that I have, at present, if any 
were necessary along that line. 

Senator Barrierr. Mr. Groh, I refer to your paragraph No. 4 on 
page 3, in which you stated that the railroad has the power to grant 
decreases on specific items which are likewise being carried by truck, 
and that they can drop rates to the point where the truck competition 
may be driven out of business. Do you have any specific evidence 
relating to this, or is this just. clearly a theoretical possibility ? 














— 2 


“so 


V 


ALASKAN AND HAWAIIAN TRANSPORTATION 223 


Mr. Grou. Senator Bartlett. In this field I am a brand new attor- 
ney, for a brand new association; and my experience in this area 
is relatively limited. My clients who are members of the association 
have advised me of this, and I am confident that they could present 
specific instances where this has happened. 

Senator Barrterr. Are you going to Fairbanks at the time the com- 
mittee appears there, Mr. Groh? 

Mr. Grou. I am getting more and more interested in going there, 
Senator. (Laughter. | 

Senator Barrierr. Could you make an arrangement so that some 
witness, in support of the Alaska Carriers Association’s position might 
appear before the committee and testify further upon the point raised 
in the paragraph mentioned ? 

Mr. Gron. Yes, sir; I believe that I could make such an 
arrangement. 

Senator Barriterr. Mr. Groh, after the bill was introduced, pro- 
viding for economic regulation of the Alaska ee by the ICC, 
there was editorial comment in Anchorage, and in Fairbanks, implying 
that enactment of any such a bill would be a very, very serious dis- 
service to the people of Alaska because the editorials held, as I recall 
them, that such action would altogether likely result in prompt and 
great increase in freight rates. 

Do a have any opinion on that ? 

Mr. Gron. Yes, sir. I do not believe that regulation will neces- 
rarily contribute to an increase in freight rates in any way; as @ 
matter of fact, historically, as I understand it, regulation ‘has re- 
sulted in lower freight rates; and I don’t think that there is any 
necessary correlation ; and I was particularly pleased, during the hear- 
ings the ‘other day when the General Manager of the Al: iska Railro ad. 
sat in this same chair, and indicated that there is no general rate in- 
crease contemplated, or anything of the sort; and I don’t think that 
it is necessary. 

Senator Bartierr. If Mr. Moulder’s committee, if the Senate com- 
mittee were to add to that bill, another section, instructing, directing, 
making it necessary for the ICC in its rate regulatory process to take 
into account the military purposes served by the Alaska Railroad, and 
the purposes outlined in the Railroad Organic Act for the economic 
development of Alaska, do you believe, as another witness said that 
he did, that this would remove all possible fear of any unreasonable 

rate increases ? 

Mr. Gron. I think that that is an excellent suggestion, Senator Bart- 
lett, and I think that that would forever quiet the question of a rate in- 
crease being tied to the economic regulation of the Alaska Railroad. 

Senator Bartitetr. Mr. Barton ? 

Mr. Barton. No questions. 

Senator Bartierr. Thank you, Mr. Groh. 

Mr. Grow. Thank you, sir. 

Senator Barriterr. Mr. Manley, will you take the witness chair for 
one question ? 

Mr. Manley, this question is put to you as a consequence of a query 
from Mr. Barton, to me, regarding rates paid by the Department of 
Defense, 

I told him that I did not think that the Alaska Railroad gave the 
military decreased rates. Am I correct in that? 
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Mr. Mantey. Not entirely, Mr. Chairman. The railroad has ten- 
ders, as any other carrier has, section 22 quotations. The railroad 
does furnish tenders to the military for the movement of freight. 

Senator Bartterr. What are they ? 

Mr. Mantey. Well, it is a—in any other State they would call it a 
section 22 quotation. I say it would be termed a section 22 quotation 
to the military. 

Senator Bartierr. And, if I were in another State, I would say, 
what is that? [Laughter.] 

Mr. Mantey. Well, all of the implications in a section 22 quotation, 
I think, could be far better explained by a tariff expert, than by my- 
self. 

Senator Barrierr. Well, let’s say this, Mr. Manley: let’s say that in 
Fairbanks, the committee would put you on notice that we want to 
examine the Alaska Railroad concerning certain sections of Mr. Groh’s 
statement, and perhaps then you also might have someone who would 
give us—a tariff expert to give us some infor mation about comparative 

rates between the military and the civilian; or, let’s put it this way: 
I don’t think that we need to take verbal testimony on that, in Fair- 
banks. If the railroad would file a statement with the committee, 
that will suffice, on the tenders or that section 22. 

Congressman Mouper. Section 22, fine. 

Mr. Mantey. Mr. Chairman, the railroad would be happy to file 
or for that matter, to give verbal testimony in Fairbanks, on Mr. 
Groh’s statement, and on Mr. McCahill’s statement. It would be 
much easier, of course, if we had a copy of their statements. 

Senator Bartiett. I was going to suggest that as long as you are 
at the table, and you are going to leave, you had better grab a copy of 
each of those in question. 

Mr. Mantey. If we could get a copy of that, we would be happy to 
give you one. 

(Off the record discussion. ) 

Mr. Mantey. We could turn these back to the committee in Fair- 
banks. 

Senator Bartiettr. Mr. Haagen has one here—you take it, you will 
need it. 

Mr. Mantey. I would like to state for the record that Mr. Me- 
Cahill need entertain no immediate changes in his organization. 


[ Laughter. | 

Senator Bartiert. That’s fine. 

(Distribution of copies of statements c ompleted.) 

Senator Barrierr. The final witness at the Anchorage hearing is 
Mr. Melius. Glad to have you here, Mr. Melius. 

Mr. Merivs. Thank you, Senator. 





STATEMENT OF FRED N. MELIUS, JR., VICE PRESIDENT AND 
ASSISTANT GENERAL COUNSEL OF THE U.S. FREIGHT CO. AND 
ITS SUBSIDIARIES, ANCHORAGE, ALASKA 


Mr. Metavs. Mr. Chairman, my name is Fred N. Melius, Jr. [spell- 
ing] M-e-l-i-u-s; I am vice president and assistant general counsel of 
the U.S. Freight Co., and its subsidiaries. I represent here six freight 
forwarders who handle shipments and operate between points and 
places in the United States and Alaska. 
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Mr. Giles Morrow, the president of Freight Forwarders Institute 
appeared at hearings beginning on May 5, 1! 959, and he stated, at that 
time, fully, the position of the Freight Forwarders Institute. He 
suggested some amendments to Senate bill S. 1509, which for the most 
part were incorporated in that bill as it passed the Senate. 

I would merely like to have this committee refer to Mr. Morrow’s 
statement, and to add that we favor the passage of S. 1509 or its 
counterpart, by the House of Representatives. 

Mr. Morrow also testified before the House Subcommittee on Trans- 
portation and Aeronautics of the Committee on Interstate and For- 
eign Commerce regarding bill H.R. 6244. 

‘I wish also to subscribe to the statements made by him before that 
committee, in regard to that bill. 

In testimony on 8S. 1509, Mr. Morrow commented that forwarders 

were principally interested in the grandfather provisions of the bill, 
and that the necessity of such a bill would depend on the outcome of 
a rulemaking proc eeding initiated by the Interstate Commerce Com- 
mission on February 16, 1959, and identified as Ex. Parte MC—54, 
Interpretation of Operating Rights, Alaska. 

As a precautionary measure, most forwarders which handle ship- 
ments consigned to and from points and places in Alaska, and — 
and places included in their present opel rating permits, filed applica 
tions with the Interstate Commerce Commission to have their permits 
amended to include Alaska, at the same time relying upon a rule pro- 
posed by the Interstate Commerce Commission w vhich would have 
automatically permitted them to operate between Alaska and the other 
States, filed motions to have the applications dismissed, as not being 
necessary. MC—54 has now been decided by the Interstate Commerce 
Commission. The decision was dated October 13, 1959, and was served 
on the parties several days thereafter. It is possible that the members 
of this committee have not. had an opportunity to read this decision. 
It held, however, that motor carriers’ certificates and permits, brokers’ 
licenses, and fre ight forwarders’ permits authorizing service between 
points in the United States, and issued prior to January 3, 1959, was 
interpreted as not authorizing service at points in Alas ska: and those 
containing certain similar text, interpreted in a — ar manner. 

There was a rule issued by the Commission, it’s printed in Ex. 
Parte No. MC—54, I don’t believe that it is necessary, but if the com- 
mittee would like me to, I would read that rule. 

Senator Barrierr. It will be placed in the record at this point with- 
out the necessity for you to read it. 

Mr. Meuivs. The page isn’t numbered—it is the first page of the 
order, and it is identified as “165,11” 

It is ordered, That part 165a be, and it is hereby, amended by adding thereto 
the following subpart and paragraph: 


“SUBPART B—INTERPRETATION OF OPERATING RIGHTS 


“165.11 Service to, from, and between points in Alaska. 

“Certificates and permits issued to motor carriers, licenses issued to brokers, 
and permits issued to freight forwarders, prior to January 3, 1959, authorizing 
service from a point or area ‘to points in the United States’ are interpreted as 
authorizing service from the originating point to points in the District of Co- 
lumbia and the 48 States constituting the United States prior to the admission 
of Alaska; those authorizing service from ‘points in the United States’ to par- 
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ticular destination points or areas are interpreted as authorizing service from 
points in the District of Columbia and the 48 States constituting the United 
States prior to the admission of Alaska to the specified destination points or 
areas; those authorizing service ‘between points in the United States’ are inter- 
preted as authorizing service between points in the District of Columbia and 
the 48 States constituting the United States prior to the admission of Alaska; 
and those authorizing service at points described in text which depends for its 
meaning upon the definition of ‘States’ or ‘United States’ are interpreted as 
authorizing service at only those points which were within the meaning of the 
text at the time of issuance thereof” (sec. 204, 403, 49 Stat. 546, as amended 56 
Stat. 285; 49 U.S.C. 304, 1003. Interpret or apply sec. 207(a), 208(a), 209, 211, 
and 410(c), 49 Stat. 551, 552, as amended, 554, as amended, 56 Stat. 291, as 
amended ; 49 U.S.C. 308, 309, 311, 1010). 

It is further ordered, That this order shall be effective on November 30, 1959; 

And it is further ordered, that notice of this order shall be given to the 
general public by depositing a copy thereof in the office of the Secretary of the 
Commission at Washington, D.C., and by filing with the Director, Office of the 
Federal Register. 

3y the Commission. 

[SEAL] Harotp D. McCoy, Secretary. 

It is to be noted that this order will become effective on November 
30, 1959. It would seem, therefore, that after that date, the for- 
warders involved in operations between Alaska and in the other States, 
if they continue such operations, may be in violation of the Inter- 
state Commerce Act. 

Of course, final action upon the grandfather legislation cannot be 
accomplished before next year. 

Similarly, motor carriers which had hoped to come under the pro- 
posed rule, will be affected by this new rule. 

That concludes my statement on that particular bill. 

I would like, however, to make some further statements in regard to 
the ratemaking bills. _ 

Senator Barrett. Glad to hear you, sir. 

Mr. Menius. Bills H.R. 564 and H.R. 8565, and identical bills S. 
2451 and S. 2452: 

Each of these four bills sets up a joint board to be composed of 
the members of the ICC, the FMB, and the CAB. 

The lower-numbered bills provide for one Commissioner from each 
agency. 

The higher-numbered bills provide for such number of Commis- 
sioners and examiners as the Chairman of the respective agencies may 
select, from time to time. 

H.R. 8565 and S. 2451 provide for mandatory joint rates and through 
routes between and among carriers subject to parts I, II, and ITI of the 
Interstate Commerce Act, and carriers subject to the shipping acts, 
and the Federal Aviation Act of 1958. 

Forwarders would be excluded from these bills, by reason of the 
fact that part IV is not included; at this time, I do not take a position 
for or against this mandatory bill, but if favorable action is taken, 
we as freight forwarders would be—would prefer to be included, 
since all other modes of transportation would be required to enter 
into joint rates, and we might find ourselves in a noncompetitive 
position. A. sistant 

H.R. 8565 and S. 2452 provide for permissive joint rates, and through 
routes, between the continental United States and Alaska and Hawaii, 
between and among all common carriers subject to the Interstate Com- 
merce Act, the Shipping Acts, and the Federal Aviation Act. 
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Each mode of carriage would file its joint rates with its own regula- 
tory agents; that is, the railroads with the Interstate Commerce Com- 
mission, nondomestic water carriers with the Federal Maritime Board, 
motor carriers with the Interstate Commerce Commission, and fr eight 
forwarders with the Interstate Commerce Commission. 

These permissive joint rate bills include surface forwarders, and we, 
therefore, favor their passage. To the extent that forwarders could 
work out joint rates with the underlying carriers and established divi- 
sions of the forwarders through rate, it would be desirable. 

To the extent that such through joint rates could not be worked out, 
there is, of course, nothing to prevent continued forwarder operations 
on the basis of contracts with motor carriers and payment of published 

rates of the rail and water carriers. We think, however, that we should 
have the freedom to work out through joint rates and be on an equal 
basis with our competition. If we cannot be competitive, we can no 
longer adequately serve the public. 

That concludes my statement. 

Senator Bartietr. Thank you, sir. 

Are there any questions? Mr. Moulder? 

Congressman Moutper. No questions. 

Senator Bartierr. Mr. Barton ? 

Mr. Barron. Just one or two questions. 

Mr. Melius, at present, the Interstate Commerce Act forbids the 
making of joint rates between forwarders and other carriers, does it 
not ? 

Mr. Me utvs. I don’t know whether it forbids it, but we don’t have 
them ; it doesn’t provide for the joint rates. 

Mr. Barron. At any rate, you would like to have it in the case of 
transportation to Alaska. Is that the burden of your statement there? 

Mr. Metivs. That is correct. 

Mr. Barron. Thank you,sir. That isall that I have. 

Senator Barrierr. Thank you, Mr. Melius. 

The committee desires to thank the citizens of Anchorage for the 
very useful, helpful testimony they have given on these several bills; 
and we have been gratified to have had sue ch a lar ge attendance on the 
part of those who have not cared to testify, who have been here as 
auditors; and Iam sure that I speak for Mr. Moulder, and would speak 
for all the other members of both committees, in saying that the 
testimony given here, and in the other Alaskan communities, and I 
am sure that which will be given as we continue on our trip, will be 
a major factor in the final determinations to be made regarding this 
legislation. 

The committee leaves tonight for Seward. Hearings will be held 
there in the morning, and in ¢ ‘ordova in the afternoon. 

From Cordova, we go on to Valdez, and then to Fairbanks. The 
committee now will stand in recess to reconvene at Seward in the 
morning, at an hour uncertain, so far as the chairman is concerned. 

(Whereupon, at 5 p.m., Monday, October 26, 1959, the hearing in 
the above-entitled matter was recessed to reconvene Tuesday, October 
97, 1959, in Seward, Alaska. ) 
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TUESDAY, OCTOBER 27, 1959 


U.S. SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Seward, Alaska. 

The committee met in Seward, Alaska, Hon. E. L. Bartlett presid- 
ing. 

Senator Barrierr. The committee will come to order. We are 
happy to be in Seward in the course of hearings which have taken 
us to date from Ketchikan up the coast and from here we shall go 
on to Cordova and Valdez and later to Fairbanks where the series of 
hearings will probably be concluded. 

I first want to express appreciation to the people of Seward for 
moving the hearing hour from 10 o’clock to 9 o’clock in recognition 
of the schedule which was necessarily changed. I should like at this 
time to inform the residents of Seward that beginning yesterday this 
became a joint hearing. Up until then it was a hearing only of the 
Senate Committee on Interstate and Foreign Commerce. 

Yesterday we had the pleasure of being joined in Anchorage by 
Representative Morgan Moulder of Missouri, a member of the cor- 
responding House committee, and he sat with us yesterday. Con- 
gressman Moulder had hoped and expected to be on this leg of the 
journey but. he came down with a very bad cold and he asked me to ex- 
press regrets at his inability to come to Seward. 

I should like for the benefit of the local people to introduce the 
members of the party who are with me and who are giving so much 
assistance as we study these transportation and ee matters. Both 
the staff members and the others in the party. I shall start from 
the right of the table here and introduce to you Mr. Allen Perley 
who is acting counsel for the House Interstate and Foreign Com- 
merce Committee. Actually, he isn’t any such thing. Actually, he 
is legislative counsel for the U.S. House of Representatives, and 
he and his staff draft all or practic: ally all of the bills which are 
introduced in the House, and his is a very busy job—a difficult job, as 
indicated by the fact that several thousand bills are so introduced 
every year. At any moment I expect Mr. Perley to draft a new bill 
eliminating the number of bills which may be introduced. 

On Mr. Perley’s left is Mr. Harry Huse, of the Senate committee 
who handles matters having to do with fish and wildlife. He has been 
in Seward before. He was here in 1938, but I understand that an- 
other member of the party, Frank Barton, in an early-morning walk, 
had to show him the sights around here. Frank hadn’t been in town 
before. And at my immediate right is the chief counsel for the Senate 
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“committee, and a very able and efficient chief counsel he is, Harold 
Baynton. 

To my left is the transportation counsel for the committee, Frank 
Barton, who guided Mr. Huse this morning. Taking this all down is 
a man who first came to Alaska when he was 3 years old. He has lived 
at St. Michael and at Anchorage and has been all over the premises. 
He now lives in Seattle, Bill Miller. 

Seated over here is none other than our esteemed and well-liked 
State commissioner of the department of commerce, Abe Romick. The 
committee has the great pleasure of having with us on this Alaska 
trip, and his presence indicates the importance of the bills being 
considered, Laurence Walrath, a member of the Interstate Commerce 
Commission of the United States of America, Mr. Walrath. 

And on Commissioner Walrath’s left is Henry Whitehouse, at- 
torney for the ICC. And the gentleman by him is an Alaskan who 
heads the ICC office for Alaska in Anchorage, Bill Meehan. 

We have had the pleasure of having had with us ever since Juneau 
a man who I thought at the moment was in Nome, but turned up in 
Seward. Alaska-born Henry W. Clark, vice president of Alaska 
Steamship Co. at Washington, D.C. 

Fred Lordan, of Seattle, an attorney who has worked with the com- 
mittee, especially in reference to bills having to do with trucking. 

And there is still another man along, I’m glad to report, and I 
think this indicates also the importance of the legislation when the 
American Association of Railroads sends to Alaska one of its top- 
flight men from Washington, William Thompson. 

Now there are before us a number of bills pertaining mainly to 
transportation in which the people of Alaska have an interest. 

Notices were issued wien weeks ago that hearings were to be held 
and the people of Seward were invited and urged to express them- 
selves on these bills. 

I should like to give a brief description at this time of the various 
measures before us for consideration, but before doing so I want to 
repeat something that Representative Moulder said yesterday in 
Anchorage, because it is ever so true. He said it is most unusual for 
committees of the Congress to go into the field and to hold hearings 
in a particular locality, even one hearing on bills, because obviously 
if this were to be done universally Congress would never get any 
business done and everyone would be out of Washington all the time, 
and therefore I am especially happy that Chairman Magnuson of 
the Senate committee was good enough to approve this trip which will 
take us to so many Alaska communities, and happy also that Chair- 
man Orin Harris of the House committee agreed that the hearings 
should be of a joint nature. 

Now there is before us 8. 1507. This is intended to make the In- 
terstate Commerce Act applicable to transportation by waters be- 
tween Alaska ports and other ports in the United States. You will 
recall that at one stage of the consideration of the Alaska statehood 
bill the ICC was placed in control of this water transportation. Sub- 
sequently, that situation was altered and the Federal Maritime Board 
was left with jurisdictional authority. This bill would apply the 
Interstate Commerce Act to the Alaska situation. I think it is a fair 
statement to say on account of testimony that was offered rather vol- 
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uminously in Washintgon that the joint board concept, which is out- 
lined in other bills before us now, is the one more likely to win con- 
gressional favor than the mechanism set forth in §. 1507. H.R. 6244 
provides “grandfather” rights for motor carriers and freight for- 
warders operating within Alaska and between Alaska and other 
States, and for water carriers operating within Alaska; provides 
for the Interstate Commerce Commission regulation of the Alaska 
Railroad, and it makes the Interstate Commerce Act apply to for- 
hire water carriers operating between ports of Alaska and the ports 
of other States. 

S. 2451, H.R. 8521, and H.R. 8564 are companion bills and they are 
for the establishment of a joint board, the Joint Board to which I 
previously alluded, for through rates and joint rates, and to make man- 
datory through routes and joint rates by carriers engaged in trans- 
portation of property between the State of Alaska, the State of Ha- 
wail, and other States. 

S. 2452 has substantially the same purposes, but the filing would 
be permissive for through joint rates rather than mandatory, and 
the bulk of the testimony which the committee has heard to date, and 
it has heard in bulk, is in favor of the permissive mechanism. 

Also there is S. 2514, which would establish the Alaska Railroad as 
a Government corporation. I shall say to you people of Seward that 
it is my belief that we are going to have to wait until a subsequent 
hearing or hearings in Washington to acquire the kind of information 
we need for intelligent legislation on this subject. It is a highly tech- 
nical matter, and it is difficult, of course, for a layman to reach a con- 
clusion on it without having had opportunity for background material. 

The committee has considered two bills which have to do with the 
possible establishment of a ferry system in southeastern Alaska. I 
shall not list those by number here because I would suppose it would 
be a matter of local rather than general interest. 

Then there is S. 2702, to provide for the conveyance of certain 
lands to the State of Alaska. This directs the commissioner of public 
roads to give the State quitclaim title to certain lots in Valdez, and 
this is in connection with a facility that is intended to be used there 
for the case of the mentally ill. 

Now the chairman is grateful that the mayor of Seward, Mayor 
Petrovich, has honored us with his presence at this meeting, and we 
should be very glad to hear from you, Mr. Mayor, in case you have 
any general words before we call upon the witnesses. 

How do you spell your name? 


STATEMENT OF HON. ALEX PETROVICH, MAYOR OF SEWARD, 
ALASKA 


Mayor Perrrovicu. I am Alex Petrovich, mayor of the city of 
Seward. 

It is with great pleasure that I welcome this body to the city of 
Seward. It is quite an honor to sit in front of this committee work- 
ing for the good of the State of Alaska and honoring us here in the 
city of Seward. There are men in the community who are posted 
on the current situation, having given it their diligent time and study, 
and I wish at this time to say that our first witness from Seward is 
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Mr. Jack Werner. Mr. Jack Werner I think is in the position to 
discuss the bills in which we have an interest. I hope that you enjoy 
being in Seward and I am sure that our city will benefit on account 
of this hearing today. Thank you, Senator Bartlett. 

Mr. Barrierr. We are glad to have this welcome from you and 
appreciate your presence here, Mayor Petrovich, and I want to put it 
on the record that the mayor of Seward was one of the best post- 
masters Naptown ever had. Thank you, sir, very much. 

Mayor Perrovicu. Thank you, Bob. 

Senator Barrterr. The committee will be glad to hear Mr. Werner 
and, Jack, perhaps before you come on here in a formal way we could 
have an idea who the witnesses are going to be and their names and 
try to call them in some sort of order. Who wants to be heard?) Who 
is going to be heard? The committee wants to hear anyone that 
desires to testify. 


STATEMENT OF JACK WERNER, BUSINESSMAN, SEWARD, ALASKA 


Mr. Werner. Mr. Chairman, my name is Jack Werner, resident of 
Seward. 

Senator Bartierr. You area businessman here, Mr. Werner ? 

Mr. Werner. That is correct, Mr. Chairman. 

Senator Barrierr. What is your business ? 

Mr. Werner. Retail food business. I am not prepared to make a 
statement at this time on any one of these bills. Some of these bills 
are not of particular concern to Seward, but we have considerable 
concern for some of them. I am not sure that I know, at this time, 
who wants to speak on the bills, but I think the Chair should go ahead 
with its regular questioning and invite the people. 

Mr. Bartierr. All right. Do you want to testify first, or not? 

Mr. Werner. I will testify later, Senator. 

Mr. Bartterr. All right. Now, who is it who would be willing to 
approach this monster, the mike, and declare upon any one or all of 
these bills ? 


STATEMENT OF LARRY URBACH, CHAIRMAN, BOARD OF DIREC- 
TORS, CHAMBER OF COMMERCE, SEWARD, ALASKA 


Mr. Ursacu. My name is Larry Urbach. I am chairman on the 
board of directors of the chamber of commerce, and a local retail 
clothing owner here. The chamber of commerce has gone on record, 
I believe you have received a letter on it, on the bill about the corpora- 
tion of Alaska Railroad. We feel that there should be a local repre- 
sentative on that board of directors from Seward, Anchorage, and 
Fairbanks, being it is so vital to the economic growth of our area that 
we must know, very well, what is going on, and that is the only way 
we feel that we could really be on the inside. As you well know, what 
the railroad means to Seward through its docks and all, why, it is 
Seward property, you might say. 

Mr. Bartierr. Mr. Urbach, Seward has a particular peculiar de- 
pendence upon transportation, does it not / 

Mr. Ursacu. Yes, it does. 

Mr. Barrierr. Is the movement of cargo the chief business of 


Seward ? 
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Mr. Ursacn. At the present time it is our major industry here. 
The major source of income for the city. 

Mr. Bartierr. What else do you have here to give aid and comfort 
economically tothe community ? 

Mr. Ursacnu. Our largest industry here is the Standard Oil Co. 
which has been here for years and produces quite a payroll for our 
city. Then there is Texaco, which has just moved in, and then our 
new shrimp industry. When we get through with transportation we 
would like to talk to you on that part of it, too. The protection of our 
American industry against foreign industry. 

Mr. Barttett. Tell us one thing now about the shrimp industry, 
as to its coming here? 

Mr. Ursacu. Seward is located so that we have our two Alaska 
Steamship boats a week out of here, plus coastwise barges, which is 
a wonderful transportation setup, rather than have to store it like 
they do some places and maybe in the wintertime get a boat a month 
out. Wecan move it. There are shrimp here. The Codd has just been 
making a survey of the area and I believe that they feel that the 
shrimp are here in such qui: untity that they feel they w ill never deplete 
it. The shrimp industry in the whole country has expanded in the 
last 10 years, so we have been told. We have three canneries here 
right now, all of them quite new, and it could be a major or the major 
industry in the city before too long. 

Mr. Bartitert. Do you understand that the shrimp reserves are 
substantial ? 

Mr. Urrsacn. Yes, that is what we have been told, that there is un- 
told quantities of shrimp. 

Mr. Bartierr. And this resource has never been utilized locally 
before ? 

Mr. Ursacu. Yes, sir. 

Mr. Bartierr. Well, the shrimp packed and processed from here 
are naturally in active and direct competition with shrimp from other 
sections ? 

Mr. Ursacnu. Yes, sir. 

Mr. Bartrierr. In the United States and of course elsewhere? And 
how does your Seward shrimp fare in this competitive situation ? 

Mr. Ursacn. Our local shrimp are small; smaller than the average 
you get in the other areas, which is good in the way that it can be 
used for so many things. The others aren’t as desirable for soups 
and that type of cookery in which they don’t need the larger shrimps. 

Mr. Bartierr. Do = get any larger shrimp here? 

Mr. Ursacn. We get some, yes. 

Mr. Bartterr. Well, how far east. are these shrimp sold? What 
point is this?) Can they be put up here and shipped as far east as 
Chicago, say, or even New York and compete with shrimp from 
elsewhere ? 

Mr. Ursacn. Not with foreign shrimp, no. They couldn’t compete 
with foreign shrimp. There is no duty on foreign shrimp, so we 
can’t compete with them. The labor might be 40 cents a day over 
there, why in some of these foreign countries it is impossible for 
American labor, no matter whether it is in Alaska or Texas or Louisi- 
ana to compete with them. 
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Mr. Bartrierr. Can your Seward shrimp compete with those shipped 
up to New York from New Orleans, do you know? 

Mr. Ursacu. I don’t know. I believe your Louisiana and New 
Orleans shrimp are more what we would commonly call prawns than 
shrimp. In other words, they are much larger. 

Mr. Barrierr. Yes, they are much larger and at the risk of offend- 
ing our friends from the South, I shall say they are not nearly so 
tasty. 

Do you agree ? 

Mr. Ursacu. Oh, very much so. 

Mr. Bartietr. H.R. 6244, Mr. Urbach, provides among other 
things for regulation as to rates of the Alaska Railroad by the Inter- 
state Commerce Commission. Now, the committee has had two views 
expressed on that and this is not unusual to have divergence of 
opinion. One view is that if every other form of transportation 
having to do with Alaska is going to be under regulation by the ICC 
or by Joint Boards composed of representatives of the LCC, the Civil 
Aeronautics Board, and the Federal Martime Board, it is not right 
that one important transportation agency, namely the Alaska Rail- 
road, shall be without any regulation except that imposed by the 
Department of the Interior, and that it is essential in the establish- 
ment of a sound transportation system in the State to serve the best 
interests of the public that the Alaska Railroad be brought within this 
arrangement. The other view, very forcibly expressed by the Interior 
Department hearings in Washington, is that the Alaska Railroad is 
altogether unique as a transportation agency ; that it was brought into 
being not to make money, but to promote the economic development 
of Alaska; that likewise now it serves an essential purpose for the 
military; that if the ICC has control of its ratemaking structure 
there will be a very messy situation because it will be necessary to 
have two forms of accounting, the railroad accounting and general 
accounting office procedures or some strange combination between the 
two probably won’t work, and that the ICC being required to use the 
capital investment of the railroad as the basis for ratemaking most 
likely would have to raise freight rates and perhaps raise them very 
much. And the ICC, through its witnesses says this isn’t so. 

Now, I should like to ask you, as a general proposition, and I don’t 
expect you to have the technical answers to these matters any more 
than I have now, as a general proposition do you believe the Alaska 
Railroad should be left as is or brought within the jurisdiction of 
the Federal Commission which has this authority over other railroads 
elsewhere ¢ 

Mr. Ursacn. I am not very well up on this point because I don’t 
know enough of what ICC regulations would be, but it seems to me 
if the truckers are going to compete way they have to have pretty 
much the same regulatory body to keep them equal, I mean an equal 
basis, if one isn’t under it and the other is, and you can have so many 
change the rate so much it wouldn’t be fair to the truckers to have to 
have a certain rate and then the railroad could undercut it or if the 
railroad has to have a certain rate the truckers could undercut it, 
it seems there should be some regulation to equalize them. 

Mr. Bartiettr. Do you have any views at all, Mr. Urbach, on this 
Joint Board suggestion ? 








ALASKAN AND HAWAIIAN TRANSPORTATION 235 


Mr. Ursacu. That might be a good solution 

Mr. Barrierr. This doesn’t have to do directly with the Alaska 
Railroad, but it is more general in nature. The committee has been 
told that if this were done joint rates could be filed through joint 
rates and this might and probably would result in rather substantial 
reductions in transportation costs for the consuming public of Alaska, 
and so far as I can recall there has been general unanimity that 
something of this order is called for. Have you studied this matter 
and do you have suggestions to make to the committee ¢ 

Mr. Urpsacu. No; I haven’t. As a businessman, though, I know 
that I get freight out of St. Louis and it costs me much more to get 
it from St. Louis to Seattle than it does from Seattle toSeward. Now, 
what the reason is, I don’t know, but it is there; and we understand 
there are different rates if something is coming to Alaska, whether 
it is going to Hawaii, or maybe just stopping in Seattle—that we are 
paying a much higher rate. If that is so, why there is something 
wrong there. 

Mr. Barrierr. You are in favor of any sound legislation which 
will lower transportation costs / 

Mr. Ursacu. Very much so. 

Mr. Bartierr. Mr. Perley, do you have any questions to ask? 

Mr, Pertry. No, sir. 

Mr. Bartierr. Thank you very much, Mr. Urbach. Your views 
will appear in the printed record and will be considered and studied 
and evaluated by the committee. 

Mr. Werner. Mr. Chairman, I would like to talk on the railroad 
bill. 

Mr. Barrierr. Yes, Mr. Werner. 





STATEMENT OF JACK WERNER, OF SEWARD, ALASKA 


Mr. Werner. In the first place, I think when the Alaska Railroad 
was first built and constructed in Alaska, the purpose of the Alaska 
Railroad was to aid in the growth and the development of the north- 
ern and north-central part of Alaska. In the years since Fairbanks 
has grown into a splendid city and Anchorage has a population of 
60,000 people. The whole country has changed and the country has 
developed a lot since the time the Alaska Railroad was built. The 
policy of the rate structure of the Alaska Railroad has changed, and 
it seems to me as though the idea of aiding in the growth of Alasks 
has gone by and the railroad is looking more and more to the profit 
angle. They are worrying each year about showing a profit for the 
Alaska Railroad, which of course is part of the Department of the 
Interior. I would be very happy to see the Alaska Railroad regulated 
by some ratemaking body that is recognized, whether it is the ICC 
or the joint organization that you spoke of. I think that its rates 
should be regulated by such a group, because the time has gone by 
when they could set their own rates and now they should be regulated 
by the regular ratemaking body. 

Mr. Barrierr. Mr. Werner, are you speaking for yourself as an 
individual businessman, a citizen of Seward, or for a group? 

Mr. Werner. I am speaking for myself, Mr. Chairman. 

51709—61——16 
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Mr. Bartierr. Mr. Werner, to get away from any particular bill, 
let me ask you, is the tourist business growing here ? 

Mr. Werner. The tourist business is growing by leaps and bounds, 
Mr. Chairman. 

Mr. Barrietrr. Where do you get most of your tourists from? 
From the south, or is Anchorage big enough now that you have a lot 
of people coming down from there? 

Mr. Werner. We do have lots of people coming to Seward from 
Anchorage and Palmer and the north cities; however, the tourist 
business from people coming here from stateside over the Alaska 
Highway has doubled and trebled in the last couple of years. 

Mr. Barrierr. What economic future do you see for Seward, Mr. 
Werner ? 

Mr. Werner. I see nothing spectacular in the future. I see a good 
orderly growth for the town. I came to Alaska in 1935 and in ‘1935 
there were approximately 35,000 people in the Territory. The year 
now is 1959 and I presume the population must be in the neighbor- 
hood of 225,000. That shows a good steady growth, a big growth, 
for Alaska in those years. I presume | that Alaska is going to grow 
in the future as it has in the last 20 or 25 years. When I first came to 
Seward there were approximately four to five thousand people in the 
Anchorage area. That has grown tremendously. I don’t know how 
many people, but I presume sixty or seventy Siaiked people are now 
in that area, and a good portion of the supplies and the food and mer- 
chandise that they need for subsistence comes through the city of 
Seward. As that increases so will the volume of business coming 
through the port of Seward to take care of those people, as this 
through the years has been the natural route for supplies for those 
people. We now have a nearby oil development that has brought 
much business into Seward. It is close enough, approximately 90 
miles from Seward, perhaps closer; that will no doubt bring some 
kind of industry here. It is certain to bring an increase in heavy 
machinery industry, lots more travel, and many more people. 

The Kenai Peninsula has doubled in size in the last 10 years, and 
this is the main distributing point for people all along through those 
areas. Mr. Urbach has told you about the new fishing industry that 
we have here. It has brought people here and investments of perhaps 
a million and a half dollars in new properties and machinery that 
weren't here before. 

A year ago a new salmon fishing area was located and many thou- 
sand pounds of choice king salmon were brought in. I presume that 
figure was in the neighborhood of a half a million dollars that was 
shipped to the eastern markets and brought premium prices. 

We have three lumber mills in the area, one recently burned, and 
‘amps in the woods that have prospered, as they have been shipping 
a great deal of lumber north. Those things have all increased in 
the last few years, so our economy is going up. And the tourist in- 
dustry has been a big factor in the growth of our economy. This 
last year, during our recent Salmon Derby, at one time we had ap- 
proximately 600 boats fishing on our bay here for silver salmon. We 
had it on two successive weekends and I presume that 500 of those 
boats came from places other than the city of Seward. 

Mr. Bartierr. That brings a lot of money into town. 
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Mr. Werner. It brings in a great deal of money and also a great 
number of people during r those two weekends who come back to Seward 
again and again. 

"Mr. Bartierr. Mr. Werner, of course salmon fishing and packing 
is highly seasonable in nature. Does that apply likewise to the 
shrimp operation ¢ 

Mr. Werner. The shrimp industry could conceivably operate 12 
months of the year. It is just recently that the Federal Game Com- 
mission has sent a boat here to further their studies in the shrimp beds, 
to locate new shrimp beds to find out where the shrimp are and some- 
thing about their natural habitat. That will be very valuable to us 
here. Last year the boat Cobb—that’s operated by the Fish and 
Wildlife Service—made a survey from a point west of Seward out 
to the Aleutian Islands and charted valuable shrimp fishing grounds. 
That information has been very valuable to the people and they plan 
now to start working from a point just west of Seward, east through 
Prince William Sound, I presume through Valdez and Cordova, to 
find out the magnitude of the shrimp population in those areas. That 
will be very, very important to the people who have the shrimp in- 
dustry here. 

As Mr. Urbach said before, there is difficulty with the canned shrimp 
industry due to the fact that much shrimp is brought in from foreign 
countries with no import quotas. There has never been much reason 
for an import quota before. However, I think that our salvation les 
in different use of shrimp. As Larry mentioned, the market is strong 
for the frozen product, and we have a vast quantity of small shrimp 
that can be used for various items for which the other shrimp are not 
generally used. We have quite a bit of shrimp here of a large nature 
that could be used for freezing, so that may help our indust? ry. But 
we do need a biologist here who understands shri imp to work with us 
and find out what these shri imp do. It is new to us here. We don’t 
know anything about it. All we know is that there are shrimp here 
in quantities because they tested out there and found them in great 
quantity. Where the shrimp go and how they move are some of the 
things about shrimp that we need to know. The information is just 
not available to us her in Alaska. 

Mr. Bartierr. Well, until recently, Mr. Werner, all the Alaska 
shrimp came from the general Petersburg-Wrangell area, did it not? 

Mr. Werner. Yes; it did. 

Mr. Bartierr. And this discovery here is new, and a few years ago 
we didn’t even dream that shrimp in quantity would be discovered 
in these waters. 

Mr. Werner. This new shrimp industry here is just a little over a 
year old. It’s just an infant; brand new. 

Mr. Barrierr. And aren’t they packing shrimp out of Seldovia 
now ¢ 

Mr. Werner. Yes. 

Mr. Bartierr. They are found in all of these waters, apparently, in 
commercial quantities. 

Mr. Werner. I talked recently to a man who is the manager of one 
of the local shrimp canneries. I don’t believe he is here right now, but 
I understand he may be here in a few moments, who knows much about 
the shrimp industry. Not only in Alaska, but he has been actively 
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engaged in the shrimping industry in the Gulf of Mexico and in the 
Louisiana area. I think that he was hired by the U.S. Government 
on a program that has sent him on research work all over the world in 
the shrimp industry. Whether or not it was a point 4 program or 
what it was, I know not. It may have been, but he can explain that 
in detail. But he was trying to help other countries develop new 
sources of food. It was discovered that the people in those countries 
didn’t care much for the shrimp that they had canned, but they found 
out that there was a ready market for shrimp in America. So they ex- 
ported shrimp instead of using it for their own welfare and food 
needs. This shrimp has become a drug on the American market. 

Mr. Bartietrr. Well, anything that can be done of this nature or 
anything else new to supplement the chief industry which is trans- 
shipping cargo is vital to Seward, is it not 

Mr. Werner. That’s true. If we could find methods of shipping 
coal, for instance, from the interior through this port to pebhiens 
somewhere in the Far East or the Philippines or to Japan, that would 
help immeasurably. 

Mr. Bartierr. Any gold mining yet around Seward, Jack ? 

Mr. Werner. There 1s very little gold mining in the Seward area. 

Mr. Barrterr. Or anywhere else in Alaska ? 

Mr. Werner. Or anywhere else in Alaska. 

Mr. Barrierr. And it would seem that the movement of Texaco to 
Seward implies the faith on the part of that big company that Seward 
is going to be around for quite a while, would you not agree with me 
on that? 

Mr. WERNER. I absolutely agree with that, and I have talked at 
length with the people from Texaco and they have moved into this 
market now and plan extensive outlets all through Alaska. They 
like what they saw here in Seward as they found a location which is 
accessible to their tankers all the year around and they have room 
for additional growth. Incidentally, Shell Oil Co. has an option 
on a piece of property here to make the same kind of a bulk installa- 
tion plant for distributing products throughout Alaska and we have 
also Sed overtures from General Petroleum Co. Recently men were 
here from the Tidewater Associated Oil Co. of Los Angeles inquiring 
about the possibility of getting an area in Seward to service the north 
country. 

Mr. Barttetr. If this thing keeps going on you are liable to run 
out of space. 

Mr. Werner. We find that we have more space than meets the eye, 
and if anyone should come along here and put a plant in Seward I 
think we will help them make room. It will be squeezed in, you need 
not worry about that. 

Mr. Barttert. I imagine you would even level a mountain to make 
that possible. 

Mr. Werner. I think possibly we could. There is a chance some- 
time in the future that we may have an oil pipeline into this all-year 
port of ours from the nearby oil fields and we hope that comes. 

Mr. Bartierr. And that would, of course, make a very significant 
contribution to your economy. 

Mr. Werner. That is true. 

Mr. Bartuetr. Are there any questions? 
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Thank you, Mr. Werner. 

The chairman wants to make an announcement which has nothing 
at all to do with the hearings, but he was charged recently with a 
mission in Seoul, Korea, and the chairman had the pleasure of having 
to breakfast in that far away city, Private First Class Don Owens 
of Seward, and he instructed me when I got to Seward to give this 
best wishes to all his friends here. 

Are there any further witnesses on these bills? 

Mr. Mayor? 

Mayor Perrovicu. Thank you very kindly for your generosity in 
allowing me a second chance to speak. 


Mr. Bartierr. You may have a third and fourth chance if you 
want it. 


STATEMENT OF HON. ALEX PETROVICH, MAYOR OF SEWARD, 
ALASKA 


Mayor Perrovicu. As the mayor of Seward and I consider it being 

quite an honor to be able to sit here and present my personal view- 
oints. I am employed by the Franklin Supply people who are well- 
nown throughout the States for locating near and adjacent to the 

oil fields and the marine areas. Wherever a store is located adjacent 
to the waterfront or a marine area they go into the marine supply 
business, so at this time they are in the territory, in the State. The 
nature of their business in Alaska has been oil field supplies. They 
have a very optimistic outlook on the development of the oil fields 
and the gas wells, and their confidence has been expressed by their 
investment in the store, the new supply house for the State, and we 
are doing very well. We hope to do better. It will help our city 
because it is a new business. But, Senator Bartlett, being a citizen of 
Seward and watching the growth of Seward from the time that I first 
came here, I can see that we are laboring under something that is a 
difficult and unusual handicap. We are probably one of the only 
towns in Alaska to have its waterfront completely dominated by the 
Department of Interior. The important thing to the city of Seward 
is in the amount of moneys that we earn by way of wages. It is a 
strangling situation for a town to try to support itself with its ability 
dominated by the Department of Interior. It may be a law of eco- 
nomics or something that we can’t control. Actually, we as citizens 
and taxpayers and investors in this town—most of the taxpayers and 
investors in this town pay a tax that is equivalent to an average yearly 
income outside. We have high utility rates which deters industry 
from coming in. We have been unable to expand the phone system 
owing to the lack of sufiicient moneys and the change of ownership at 
this time. If it were possible for the city to get some portion of 
income from the Department of Interior’s domination of the water- 
front it would help us. Today, we must apply for an easement to have 
access to our waterfront. 

We have cooperated with the Alaska Railroad to the extent of dead- 
ending streets and within our corporate limits it is possible to make 
up a 100-car train to facilitate the movement of freight from the dock 
to northern points in Alaska. I think the city of Seward has been 
very cooperative with the Alaska Railroad but it may not be proper 
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at this time to mention this, the discussion of rates for the Alaska Rail- 
road. More power to them as far as a successful business is concerned. 
I have heard the argument pro and con, particularly from the truck- 
ers indicating that the Alaska Railroad has a monopoly on the freight 
for Alaska, with the weight reductions on the highways, and with the 
trucking delivery of freight and its destination. They figure this is 
direct competition. These are debatable points but to the city of 
Seward they are a problem. I hope you recognize it and I am sure 
that you will in the future. If there is something that can be done 
about it, the citizens of Seward and the people of the town would cer- 
tainly appreciate a payment in lieu of taxes; we need something to 
bolster our income. The Alaska Railroad is a going business in town, 
within our corporate limits, and the city economically is having a 
tough struggle. If there is anything that can be done, Senator Bart- 
lett, I am sure you will consider it and do it for us. 

Mr. Bartietr. Whether I can do it for you is something else again. 
I do have a very sympathetic attitude toward this problem. It is 
my conclusion that it will never be settled on a local basis. That is, an 
arrangement is not likely to be made that will apply only to Seward, 
and this is because the situation is general throughout the United 
States. Efforts have been made, are being made, strongly support- 
ing—obviously not strongly enough yet, because they havent been con- 
cluded by victory—to enact Federal legislation which would provide 
for payments in lieu of taxes generally throughout the country. For 
one, I think there is justification for that, and perhaps no more strik- 
ing example of that need could be supplied anywhere than right here. 
IT am glad to inform you, Mr. Mayor, that when your fellow citizen, 
Mr. Lea, was in Washington not too many months ago for vacation 
purposes he ceased his vacation and worked on this very matter for 2 or 
3 days, and someday, somehow, I believe that legislation will be passed 
that will help Seward and other communities similarly affected. 

Mayor Petrovich, how did Texaco obtain its easement for the water- 
front? Isitonthe waterfront ? 

Mayor Perrovicn. It is the only waterfront dockage that the city 
of Seward owns. They are the original owners. It is leased to a 
group doing business and who in turn lease their waterfront space to 
Texaco for their marina, and presently they are installing this marina. 
Tt will have the age and the piping and fittings necessary to sup- 
ply the shrimp boats. They have big plans and they are being en- 
couraged right along by the increased patronage of their dock of 
shrimpers. 

Mr. Bartierr. Mr. Mayor, who owns the land upon which the 
Alaska Railroad docks are placed ? 

Mayor Prrrovicn. It belongs to the Department of the Interior. 
Tt is all under Government domain. It isn’t owned by the city, al- 
though it is within the corporate limits. 

Mr. Barrierr. You don’t happen to know how that Federal owner- 
ship came about, in this particular instance, do you? 

Mayor Perrrovicn. I am not posted on how it came about, but the 
corporate limits are completely dominated by the Department of the 
Interior through its occupation by the Alaska Railroad. 

Mr. Bartterr. Does the city have an attorney now? 

Mayor Perrovicn. Yes; we have one, Mr. Buckalew of Anchorage. 
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Mr. Barrier. I wonder if you would be good enough to have Mr. 
Buckalew prepare and send to the Senate committee, in care of Mr. 
Frank Barton, and to the House committee in care of Mr. Perley, a 
statement on the ownership of that land where the docks are con- 
structed. I think it might be of considerable interest to the com- 
mittee. 

Mayor Perrovicu. All right, sir; we will see that you get that in- 
formation, Senator Bartlett. 

Mr. Bariterr. Are there any questions ? 

Thank you once more for a splendid statement, Mayor Petrovich. 

Mayor Prrrovicu. All right, sir; thanks to you again, Senator Bart- 
lett, for your time. 


STATEMENT OF PERRY STOCKTON, DISTRICT MANAGER, 
NORTHERN STEVEDORING CORP., SEWARD, ALASKA 


Mr. Srockron. Senator Bartlett, my name is Perry Stockton. I 
am employed as district manager of the Northern Stevedori ing Corp., 
which is a contractor working for the Alaska Railroad, operating 
their docks and facilities here. My purpose of wishing to speak 
before your body, Senator Bartlett, is to point out that in past years 
the Department of the Interior (that possibly I don’t know just how 
it’s governed or how it’s owned) through their generosity have as- 
sisted in the development of this city. P resently, as Mayor Petrovich 
has just stated, Texaco has built a fine facility here, but it was through 
the cooper: ation of the Alaska Railroad which enabled them to have 
this property on which to build their facility. They also provided 

easements so that the Texaco people could lay their pipelines under- 

neath the railroad; they have shown faith in this harbor that we have 
here and the city of Seward by assisting in acquiring funds to build 
one of the nicest waterfront fac ilities that. we have anywhere on the 
west coast. As Mayor Petrovich has stated, the city has cooperated 
with the Alaska Railroad. On the other hand, the Alaska Railroad 
has cooperated with the city to a large extent. They have in past 
times helped our community with our sewerage problems, our water 
mains, provided pumps to pump water uptown in case of fire, and 
also funds to help us operate our water line that goes uptown to the 
hydrants. I believe it would take too much time for me to mention 
the cooperation that we have had from various general managers of 
the railroad and from various Secretaries of the Department of In- 
terior. I felt that I should say this because it is common knowledge 
that they have assisted in the development of this community. 

Senator Barrierr. There has been an element—more than an ele- 
ment of cooperation in your belief ? 

Mr. Srocxron. I would think so; yes. 

Senator Barrierr. In what activities, Mr, Stockton, is your com- 
pany engaged ? 

Mr. Srocxron. We are a contracting stevedoring company, Senator 
Bartlett, and we presently have a contract with the Alaska Railroad to 
perform the cargo handling on their facilities here. Last year that 
amounted to handling approximately 173,000 tons of cargo destined 
for Seward and interior points along the railway. 

Senator Barriterr. Where else does your company operate ? 
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Mr. Stockton. Our company, Northern Stevedoring, just operates 
in Seward. However, it is affiliated with and owned by North Star 
Stevedoring Co. in Anchorage, a recent transaction as of July 15 that 
the whole company was bought out by North Star Stevedoring. 

Senator Bartierr. Do you unload the ships? 

Mr. Srocxron. Alaska Steam does their own stevedoring. We 
take it from a point of ship’s tackle and distribute it to the warehouse 
and the rail cars, depending on the destination of the cargo. 

Senator Barrierr. You take it from where, please ? 

Mr. Stockton. From a point of rest at the ship’s tackle; that is the 
responsibility of the steamship company up to that point. 

Senator Barrierr. And how does the steamship company do this? 
With the crew and with local longshoremen ? 

Mr. Stockton. Yes, sir. The sailors are entitled to work one hatch 
under the present working agreements that Alaska Steamship Co. has 
and the coastwise people have, and then local longshoremen are hired 
from the local hiring hall here to perform the work in the other 
hatches. 

Senator Bartterr. When you take this cargo at ship’s tackle, what 
do you do with it? 

Mr. Stockton. Well, depending on the destination of the cargo, 
Senator, it is either distributed directly to an open car such as a flat- 
car or a gondola, or if it is of packaged cargo nature, necessity re- 
quires that it goes into a boxcar or a heater car and forwarded to the 
destination by a rail line. 

Senator Barrierr. Do you load the trucks? 

Mr. Stockton. No, we do not. The cargo that the trucks pick up 
is usually consigned to what we call Sewardtown or Seward High- 
way. Our only performance on the handling of that cargo is to take 
it and place the cargo that is destined by truck beyond to a place on 
the warehouse floor and then it is free for the truckers’ delegation or 
their company to pick it up. 

Senator Bartrierr. Do you have a contract with the union local? 

Mr. Srockron. Yes, we do have. We just recently negotiated an 
extension agreement which will last until June 15 of 1962. 

Senator Bartierr. You kind of smiled when you said that. 

Mr. Srocxton. It was a relief to accomplish it and have both the 
union and ourselves pleased. 

Senator Barrierr. How are your relationships with the union? 

Mr. Srocxton. I believe it would be safe to say that we have a very 
good relationship at the present time. 

Senator Barrierr. How many men in the local; do you know ? 

Mr. Srocxron. Yes, sir; there are approximately 220 registered 
Jongshoremen in this part of ILWU, Local 60. 

Senator Bartietr. Do they tend to be itinerants or Seward residents 
or is there amalgamation ? 

Mr. Stockton. Well, Senator, of the 220 I just mentioned they are 
by the vast majority local residents. We also have in addition to the 
220, a number of men who are what we call the casuals who are more or 
less transients. 

Senator Barrier. In an earlier day the Alaska Railroad performed 
the stevedoring services itself, did it not? 

Mr. Stockton. Prior to 1946, Senator. 
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Senator Bartterr. What would happen to Seward if Whittier were 
open for civilian traffic? 

Mr. Stockton. I believe it would have a definite maiming effect 
upon our economy, would definitely cut down on the number ‘of tons 
of cargo that came through this port and naturally every ton that does 
not come through here has an effect upon us. 

Senator Barrierr. You see a need then to develop other industries? 

Mr. Srocxton. Yes, sir; I do. 

Senator Barrterr. How much cargo was handled in Seward last 
year? 

Mr. Srocxron. With the facilities that are owned by the Alaska 
Railroad, I would say approximately 173,000 tons of cargo. 

Senator Barrierr. That was substantially all the cargo handled? 

Mr. Srocxron. Yes, a vast majority. Probably 95 percent of the 
cargo that passed through the port. 

Senator Barrierr. Do you have any idea how much cargo went 
through Whittier ¢ 

Mr. Srocx'ron. No, sir; I do not. 

Senator Bartierr. That is practically all military, is it not ? 

Mr. SrocxTon. I believe it is practically all military. I have heard 
rumors to the effect that there are some contractors’ equipment that 
goes through that port but I could not substantiate that. 

Senator Barrierr. For military jobs? 

Mr. Srocx ron. Perhaps contractors who have a job right in Whit- 
tier itself, but as for their final destination, it would be Whittier. 

Senator Barriterr. What is going to happen if the port of Anchor- 
age is opened and is successful in operating on a 12-month yearly basis? 

Mr. Srocxton. That will have a definite effect upon our economy 
as it pertains to transportation in this town. 

Senator Barriterr. Would you expect to lose a substantial share of 

the traflic now flowing through Seward ? 

Mr. Srockron. I _— think that it would be possible that we could 
Jose 50 percent of it, depending on the operating ability of the new 
dock being cousisieee in Anchorage, and their ‘ability to stay open 
a majority - of the months of the year. 

Senator Bartierr. Yes. Thank you, Mr. Stockton. 

Mr. Barton, I see, hasa question. 

Mr. Barron. Mr. Stockton, when you take the freight from ship’s 

tackle, I believe that is where it comes to the point ‘of rest, do you 
handle it in any certain order? Do the truckers get theirs placed first 
on the floor, or do you load Alaska Railroad cars or what is the order 
of the handling? 

Mr. Srockxton. Mr. Barton, it would depend upon how it was stowed 
within the vessel, and of course we handle it as it is presented to us on 
the dock. Local cargo which I refer to Sewardtown or Seward High- 
way is usually placed into a separate pile for the truckers to pick up, 
their consignee’s freight. 

Mr. Barron. Each one of the truckers has its pile isolated; is that 
correct ? 

Mr. Srockxron. It’s in the area which we make every attempt to 
keep every different trucker’s freight separate from others, yes, but 
there is sort of a confined area in which we can m: inipulate this sepa- 
ration of cargo. 
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Mr. Barron. Yesterday, I believe one of the truckers was discussing 
the operation and he stated that you people took their freight from 
yallets placed on the floor and then they replace it on pallets before 
lo ading; is that a correct statement ? 

Mr. Srockron. That is correct. We are paid as a contracting 
stevedoring company to handle the cargo to the place of rest on the 
floor and remove it from the pallet boards which are owned by the 
water carrier, so therefore what you say is correct, Mr. Burton. They 
do come off the vessel onto an Alaska Steam pallet board or perhaps a 
coastwise pallet board, depending on the water carrier, and it 1s our 
responsibility to remove it from that board to a place on the floor and 
the trucker will come in then with his pallet board and take delivery 
of the cargo. 

Mr. Barron. What does a pallet board cost, approximately ? 

Mr. Srocxron. Well, I would say approximately $11 to $12. It 
could be a little more than that, I would say. 

Mr. Barton. Thank you, sir. 

Senator Bartierr. Any further questions ? 

Thank you, Mr. Stockton. 

Mr. Srocx'ron. Thank you, sir. 

Senator Bartierr. Mr. Urbach. 

Mr. Ursacu. I just wanted to support what Mr. Stockton said 
about cooperation with the Alaska Railroad. Mr. Anderson, the 
general manager of the railroad, has told us and he has proved it 
as in the Texaco case, that when a good bona fide organization or com- 
pany comes to the railroad with a good solid well thought out plan 
that they want to use some of this waterfront property ‘the railroad 
has cooperated very well as I believe they are interested in develop- 
ing this waterfront just as much as we are. 

Mr. Barron. Senator Bartlett, Mr. Hice, Seward’s shrimp expert, 
is here ready to give you some ver v valuable testimony. 

Senator Barriterr. We would be very glad to hear from Mr. Hice. 


STATEMENT OF BILL HICE, OF SEWARD, ALASKA 
Mr. Hice. Mv name is Bill Hice. 


Senator Barrierr. What is your mailing address, Mr. Hice? 

Mr. Hice. Seward, Alaska. 

Senator Barrierr. We are glad to have you here. We are con- 
sumed with anxiety to hear more about shrimp and receive some 
education on the subject. Actually, the word “shrimp” doesn’t ap- 
pear in any of the bills which we are considering, but we are intrigued 
by what is being done here and if you would be good enough to tell 
us about it we will very deeply appreciate it. 

Mr. Hice. I would be most happy to tell you anything that I could, 
Senator. This gentleman just called me a shrimp expert; I am not, 
really. I have made a study of shrimp and I have been in the busi- 
ness for about 12 years, but maybe I can tell you something about 
the shrimp industry there and the potential impact that it might have 
on the economy of Seward. 

To begin with, if you don’t mind, I will generalize for a minute or 
two. To begin with, the shrimp fishery is the most valuable fishery 
in the United States in dollars and cents. 











ALASKAN AND HAWAIIAN TRANSPORTATION 945 


Senator Bart.terr. Mr. Hice, do you mind interruptions as you go 
along / 

Mr. Hicr. No, sir. 

Senator Bartierr. This is news to me. I didn’t know it. Is it 
more valuable than halibut ? 

Mr. Hicr. It is quite more valuable than either the halibut, salmon, 
or tuna industry. 

Senator Barrierr. Is that so? 

Mr. Hicr. Those are the official figures of the U.S. Fish and Wild- 
life. The annual consumption of shrimp in the United States last 
year was 400 million pounds. The average selling price is at the 
retail level, I would say roughly is a little better than a dollar a pound. 
It is still classed somewhat as a luxur y food. Theshrimp industry as 
it stands today, the shrimp-processing industry essentially, is only 10 
years old. Today you find a very large variety of all sorts of shrimp 
yroducts in the market, supermarkets. You can buy shrimp anywhere 
in the United States at almost any crossroads in one form or another. 
Now the tremendous acceptance of shrimp in the new processed items 
such as breaded shrimp, frozen individually peeled and deveined 
shrimp created such a tremendous market for these consumer items 
that there has been generally a scarcity of shrimp for the processors 
for the most of the last 10 years. Today that situation is entirely 
reversed due to imports. The importing business in this country on 
shrimp is not much more than 4 or 5 years old. Prior to that time 
Mexico was virtually the sole exporter of shrimp to the United States 
and I would venture to say that approximately 99 percent of all the 
shrimp produced in Mexico comes into the United States. By the 
same token, most of the Mexican shrimp industry is directly or indi- 
rectly controlled by American industry. In order to handle these 
tremendous increases from Mexico, the : ones imp industry itself ¢ reated 
the Shrimp Association of the Americas, called S AOTA. That was 
a cooperative industry effort between the American shrimp interest 
and the Mexican shrimp interest to create a larger market to absorb 
the increased imports from Mexico. Each producer in Mexico has 
made a voluntary contribution of so much per pound for all of the 
shrimp they produce which went into a promotional advertising fund 
that was spent in the United States in order to broaden Americans 
consumption of their products. That system has been very, very satis- 
factory to the shrimp interest, even though their archcompetitors have 
been extremely cooperative in the marketing of their tremendously 
increased produce tion—— 

Mr. Baynron. Mr. Hice, if I may interrupt, that association has 
had a good side effect too, I believe, in that we have not had seizures 
by the Mexican gunboats for at least 2 years now. 

Mr. lice. That is true. That was another reason SAOTA was or 
ganized. You are probably familiar with the trouble that they had in 
the gulf a few years ago, 5 or 6 years ago, wherein the Mexican gun- 
boats would seize American shri imp boats and take them into the dock. 
I remember on one occasion they took as many as 15 boats in to the 
dock. That. gets into a rather broad subject dealing with 7idelands 
Oil decision and what the Mexicans like to claim as their continental 
boundaries, but the 7ide/ands Oil decision as I understand it, is one 
of the things that contributes to the trouble down there. The Mexi- 
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cans were trying to enforce a 200-mile limit. But due to the efforts of 
SAOTA and industry leaders they compromised on a 9-mile limit. 
The American shrimp boats cannot go inside the 9-mile limit. 

The U.S. Coast Guard patrols the Campeche fishing grounds; some- 
times with one vessel, sometimes with two, but nevertheless, that 
trouble was essentially over several years ago, as you said. 

Mr. Baynrron. It was quite serious at one time and it became 
involved in all sorts of international fisheries regulations. 

Mr. Hice. Now, historically the South Atlantic and Gulf States 
are the shrimp- -producing States and for those States it is a very, very 
fine business; Texas being likely the largest producer of shrimp, 
Brunswick, Ga., is the home—considered the home of shrimp, but 
Brownsville, as you say, is probably the largest shrimp port volume- 
wise, if you took in Port Isabel, too, in the United States. Those 
States in order of importance would be Texas, Louisiana, and Florida, 
and then your other shrimp-producing States are North Carolina, 
South Carolina, Georgia, Alabama, Mississippi; those comprise, I 
believe, eight of your traditional shri imp-producing States. So that, 
due to these new consumer items that have gained fabulous success or 
acceptance with the housewife, quite an industry has been built around 
the fishery that has provided employment for, I dare say, tens of 
thousands of people. There is a rule, I don’t know how accurate it is, 
but I have always understood that for every crew member on a shri imp 
boat fishing there are jobs provided for 10 families. Now that is 
supplying the boats with groceries, fuel, ice, prepares and so forth, 
runs into many, many different direct and indirect businesses. 

The major shri imp ports enjoy a tremendous volume of business that 
provides employment for many thousands of families in places like 
Key West, Fla., where a fleet of up to 800 shrimp trawlers work every 
season, beginning i in December and ending in late spring. Fort Maris, 
Fla., 250 boats: ‘Tampa, Fla., 225 boats; ‘other places from 400 to 600 
boats. The entire shrimp fleet is comprised of approximately 3,500 
registered shrimp trawlers. These shrimp trawlers represent an in- 
vestment to the fishermen of roughly $60,000 average. 

Following the acceptance of the consumer items many plants have 
been built, modern air-conditioned, many of them tile and stainless 
steel, that have provided much employment. I could name a number 
of plants that employ 600 to 800 people regularly ; ; many of these 
plants run 2 shifts a day, and it has been a very good business. 

Now along comes the import situation, and TI don’t know whether 
you would be interested in any of the background to the contributing 
factors to the tremendous imports today or not. 

Senator Bartiterr. Yes; if you would please give us that. 

Mr. Hice. Following the war we all know that there was a great 
deal of work and effort and information published about the under- 
developed countries and what could be done about it and through 
the FAO and FOA, particularly the FAO which is concerned with 
fisheries, forestry and agriculture, or fisheries, agriculture and for- 
estry, with their world headquarters i in Rome, they have been inter- 
ested in the worldwide development in the fisheries division of the 
economy of these underdeveloped countries by the development. of 
their fisheries through FOA, which I am not too familiar with, I 
think the FOA has ‘implemented a lot of these ideas and programs 
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that were launched. You will have to excuse my ignorance of FOA 
other than to know some factors and examples that have direct bearing 
on the import of shrimp. 

The United StateS has made gifts of quite a number of shrimp 
trawlers to some of these underdeveloped countries through FOA. 
Then either FAO or FOA has provided fishing experts to go to those 
countries and teach the native fishermen how to use these modern 
trawlers. I understand that Israel was given 15 trawlers. I am not 
prepared to substantiate that, but I know Pakistan and other coun- 
tries have been given moder n shrimp trawlers built in Jacksonville, 
Fla., or St. Augustine or Mississippi. So that it was not much wonder 
that these countries became tremendously interested in shrimp due to 
the extremely favorable market in the United States, the scarcity 
of our own production following behind the pr omotion in the develop- 
ment of the consumer volume, so that many processing companies in 
the States have looked to foreign sources of shrimp as a supplemental 
supply. Likewise, many countr les were set up purely to import shrimp 
through princip: lly New York, San Francisco, so that these countries 
could take their native fishermen who were, [ would say, on a very 
marginal income basis, some of them as low as 30 cents a day, and 
produce shrimp with trawlers given to them by the United States and 
then turn around and ship this shrimp to New York and enjoy ap- 
proximately a dollar a pound average price for it. It goes without 

saying that the cost of production has been tremendously below what 

the U.S. cost of production is, In comparison I could say that the 
cost of producing a pound of shrimp at Campeche, which is considered 
the basic year-around shrimp fishery in the U nited States, is roughly 
60 cents a pound. That was 2 years ago. That is what it costs the 
boatowner to land a pound of shrimp at Key West, or Tampa, or 
Brownsville. That cost probably has gone up. I know of example 
of other countries, Panama, for instance, , particularly, which is a major 
exporter of shrimp to the United States, where the cost was less than 
a third of that, yet they shipped the entire production to New York 
and it was marketed through regular channels from there. 

The situation today—I didn’t know this meeting—I just happen to 
have this in my pocket just by chance—it’s a report, I’ve been carrying 
it in my pocket for 2 weeks. This report of the Bureau of Commercial 
Fisheries, U.S. Department of the Interior, Market News Service, 
Division of Industrial Research and Services, which is a monthly re- 
port of the fisheries activities in the continental United States. It also 
reports imports. 

This was in June, and I have figures more recent than this but I do 
not have them with me. I would like to, with your permission, read 
two short paragraphs here that is a monthly report of the shrimp- 
import situation. It is very brief, and I quote: 


Imports of shrimp during May were 8,264,000 pounds on the heads-off basis 
compared to 5,666,000 pounds during May 1958, or an increase of 2,598,000 
pounds, or 46 percent. From January through May of this year the total shrimp 
imports were 41,526,000 pounds, heads off, compared to 26,260,000 pounds for 
the same period of last year, or an increase of 15,266,000 pounds or 58 percent. 

Evidently the strike of the Mexican shrimp fishermen during May didn’t result 
in any decrease in the quantity of shrimp exported to the United States, as there 
was an increase of 49 percent in shrimp imports from Mexico this May as com- 
pared to May of last year. 
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That, of course, would be even with the strike and the reason prob- 
ably is that most of that shrimp is held in cold storage, anyway, prior 
to shipment. . 

Now, another factor that goes along with the total health of the 
shrimp industry are these cold stor: age PINES which imports have 
a very vital part. This one par agraph, | don’t know if you would like 
to go into this kind of information or not, I could summ: irize it by 

saying that shrimp holdings of raw commodity shrimp as of today is 

approximately 26 million pounds in cold storage and at this time of 
the year the normal holding would be around 10 or 11 million pounds. 
The overall increase in shrimp imports up to the last figure that I had 
for this year has been 69 percent. 

Senator Barrierr. Sixty-nine percent of what 4 

Mr. Hicr. Sixty-nine percent over last year. Now, this has all 
gained momentum in the last 5 years. Prior to that time Mexico was 
essentially the sole exporter of ‘shrimp to the United States. There 
were some other countries, but the quantity was minor. ‘Today it is 
a major factor in the shrimp industry and it is growing every year 
and there is no reason to believe that it would decrease. I think that 
every indication is that these imports will continue to increase dras- 
tically as these underdeveloped countries develop their shrimp 
fisheries. 

Mr. Barron. Mr. Hice, do they eat shrimp in these underdeveloped 
countries, or do they export them to the United States / 

Mr. Hicr. They can’t afford to eat them when they can sell them 
for a dollar a pound c.i.f., New York. 

That’s the same thing’ as f.o.b., it’s laid on the dock, I think. 

Senator Bartierr. Mr. Hice, these trawlers that went to these un- 
derdeveloped countries, were they sold to the nationals of those coun- 
tries or to the governments, or were they given free? 

Mr. Hice. Senator Bartlett, I could not give you an authoritative 
answer on that question. The information I have on that is, I got it 
from a visit to FAO headquarters in Rome several years ago, in talk- 
ing with some of the FAO fishery experts who had been assigned to 
teach these countries how to use the trawlers. That is the source of 
my information. I was told that the trawlers were given to them. 

‘I might cite one example of how some of these very fine plans are 
frustrated, particularly with shrimp boats. I had a personal ex- 
perience along that line. My company was considering buying or leas- 
ing a plant in Karachi, Pakistan, and they wanted me to go over 
there to check out the situation and look it over to see if we would be 
interested in it, so through some principals in New York who owned 
a minor interest in the plant, we met in Karachi, but before I left 
Florida we had commitments from the Pakistan Government that 
when I arrived we would be able to take the trawler up into the Persian 
Gulf to do some exploratory work. We, of course, weren’t interested 
in a plant unless there was a substantial fishery potential there. I 
spent 2 weeks in Karachi trying to use this trawler that was promised, 
and the trawler was being used as a yacht for the government officials 
there. For 2 weeks I sat in the hotel and when the boat would arrive 
one time I would get a call that the Prime Minister was going out 
next with his party and the whole thing was just a total loss. The 
boat had never, up to that time, been used for fishing at all. 
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Senator Barr.Lerr. With a great gain for U.S. shrimp producers. 

Mr. Hice. Yes, that’s true. Those were di: iys, Senator Bartlett, 
when the U.S. production could not meet the demand and most every 
processing company was looking for foreign sources of shrimp. 

Senator Barrierr. When the trawlers are handed over without 
charge or sold on credit it is obvious that we are moving very rapidly 
toward 2 more perfect world. 

Mr. Hice. Senator Bartlett, I could not answer that question. 
Honestly, | could only report what I was told, that the U.S. Govern- 
ment laid the trawler down in Karachi at a cost of $125,000. It was 
a well known boat that formerly operated out of Florida. It was a 
quite new boat, but the boat itself cost about $60,000 at the dock 
yard, but with the extra freight and the gear to Karachi I under- 
stood it cost $125,000 and I was told that it was a gift to the Pakistan 
Government through FOA. 

Senator Bartierr. Is the consumption in the United States now 
about 400 million pounds a year, is that what you said? 

Mr. Hicr. Yes, sir, those are the last figures that I have. 

Senator Barrierr. How much of that is imported ¢ 

Mr. Hice. Senator Bartlett, I believe the figure for this year as it 
stands today is somewhere around 48—correction—the last figure 
through July the import stood at sixty-some million pounds. January 
through July. 

Senator Barrierr. Hi: ave those importations, so far as you know, 
depressed domestic prices 

Mr. Hicr. Definitely ea absolutely. The shrimp market is the 
lowest it has been in 10 years. Sales have come to pretty much of a 
halt, as you could expect in a situation like that. When you have such 
a tremendous supply of shrimp on hand the major buyers in the 
shrimp industry feel that the market will still go lower, so as a result 
they buy from hand to mouth and they hold out, hoping by holding 
off that the market will be driven lower. 

There are a number of boats in the latest weekly reports and daily 
market news service reports that many shrimp producers, the boat- 
owners in many shrimp producing areas are considering tying their 
boats up because they cannot meet their expenses at the present market 
for this shrimp. 

Senator Bartierr. What company are you associated with? 

Mr. Hicr. Marine Foods, Inc. 

Senator Barrierr. Is that an Alaska company ? 

Mr. Hice. Yes, sir, an Alaskan corporation. 

Senator Bartrietrr. Are those who control the company new in the 
shrimp business ? 

Mr. Hicr. I believe so, sir. 

Senator Bartiterr. They have never had experience before ? 

Mr. Hice. Not to my knowledge. 

Senator Barriert. They didn’t come here then, as heard by way of 
rumor somewhere else in Alaska, from one of the gulf or south At- 
lantic States ? 

Mr. Hicr. No, sir, I came here from the South Atlantic States. I 
am a salaried employee of the corporation. 

Senator Barrierr. Who is the president of the corporation ? 

Mr. Hice. Mr. Eugene Craig. 
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Senator Barrett. Is the cost of production much higher in Alaska 
than in the area from where you came? 

Mr. Hice. Senator Bartlett, I could not tell you what the cost of 
producing a pound of shrimp in Alaska is. 

Senator Barruert. I wouldn’t want any precise figures, but I mean 
in general. 

Mr. Hice. Well, let me explain my statement there, sir. A producer 
is boatowner or a fishing boat that produces the shrimp. We are 
processers and we have no connection whatsoever with boats. We do 
not own the boats and we don’t lease them. We buy the shrimp on a 
free market and deliver it to our docks. 

Senator Barrietr. Well, let me ask you this question, here you are 
in an area where shrimp production is very new. How do you assure 
yourself of an adequate supply ? 

Mr. Hice. Senator Bartlett, I believe that I could say that through 
the efforts of some very far-seeing individuals in Alaska they believe 
that Alaska has a fine shrimp potential and through their efforts they 
were able to obtain the services of a Fish and Wildlife vessel, John 
N. Cobb, which has made annual trips to Alaska, I believe every year 
since 1951. We were quite cognizant of that fact in Florida and we 
studied in great detail the reports from each of the exploratory trips. 
These trips began in southeastern Alaska where apparently there is 
a commercial fishery there, but it was only in the last several years 
that the Cobb has gotten up in this portion of Alaska and ran into, 
or discovered major shrimp concentrations. The Cobd, incidentally, 
is here right right now. It left our dock about an hour ago to go out 
and do 2 or 3 more days of exploratory work before parting for 
Seattle. 

Senator Bartrierr. I thought they were going over to the Cordova- 
Valdez area. 

Mr. Hice. They just returned from the Prince William Sound 
area last night. 

If you like, sir, I would like to tell you something about my im- 
pressions of the Alaska shrimp industry and its potential and the 
impact of the effect it could have on the economy of Alaska and par- 
ticularly Seward, Kodiak, and other shrimp-producing ports. To 
begin with, I don’t believe there is any place in the world to date 
that has produced such fabulous quantities of shrimp. The overall 
volume of shrimp that is so far produced in Alaska on an annual 
basis is not major. That is because there are still very, very few 
boats operating in this fishery. There is still just a handful, and the 
potential area is so tremendous that it would really take many hun- 
dreds of boats to actually cover the entire fishery. There are still 
very large areas that are yet only explored and even though the Cob) 
on this trip has not had good fishing, so to speak, is not indicative 
of the potentials because shrimp are notorious migrators. Every- 
where in the world they have found shrimp they have also had to 
figure out where they go to catch them the next time. Your Browns- 
ville fishery which you are familiar with begins at Mobile Bay and 
up around Galveston and the boats follow the annual migrations of 
the shrimp all the way to Brownsville and then some of them return 
to Florida and some of them go on down off the Mexcan coast to the 
fishery that is called 2410 and fish down there. There is practically 
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nothing to date known about the Alaskan shrimp. It is an entirely 
different specie from all shrimp that are produced in the star shrimp- 
producing States. Itisanewitem. It has different spawning habits, 
it’s a deep water, cold water shrimp, and there are many drastic 
differences, so that everything that has been done to date in the way 
of catching shrimp has been the result of these highly experienced 
halibut-salmon fishermen. ‘They have fished these grounds for hali- 
but and salmon and they are pretty familiar with the areas and I 
think they have had more than just normal good luck because it has 
been their experience that has helped. 

To give you a comparison on Alaska shrimp fishery versus the 
standard Campeche fisheries, a Campeche trawler is expected to catch 
80,000 pounds of shrimp a year. That is based on eight trips to the 
Campeche grounds and an average of 10,000 pounds, heads off, per 
trip. Now we have had a trawler right here in Seward that landed 
97,500 pounds of shrimp, heads on, which you could take 60 percent 
of that to give you the heads off comparison, which would be roughly 
55,000 pounds caught in 13 roughly 30-minute tows. In other words, 
this one boat caught in 13 tows which would be approximately a day 
and a half or 2 days’ fishing what the modern Campeche trawler is ex- 
pected to catch in over 6 months. 

Now we have had two of the boats that are fishing and selling the 
shrimp to us, on their trip before last, brought in the shrimp that they 
estimated up to 30,000 pounds in one 35-minute tow that was so much 
that it tore their nets to shreds and they had to spill the shrimp out 
and repair the nets and start over again. So it is just almost un- 
believable and there is no comparison anywhere in the world to that 
kind of fishing. There is nothing that would even approach it. I 
would say conservatively, very conservatively, that Alaska is capable 
of producing better than a hundred million pounds of shrimp a year 
on a heads-off basis. ‘To arrive at the head-on basis I believe you 
divide that by 60, I believe. I think that a hundred million pounds 
of shrimp a year in Alaska would be very moderate fishing. I would 
say that it is capable easily of a hundred million pounds a year on 
the heads-off basis which today would be equivalent to 25 percent of 
the total U.S. supply of shrimp, including imports. 

Mr. Barron. Mr. Hice, it is true though that cold water makes for 
a higher quality of shrimp than the warm water. 

Mr. Hice. I can say this, I think; I’ve eaten all kinds of shrimp and 
I have eaten them from every country in the world, and I can honestly 
say that this Alaskan shrimp has a texture and flavor that is far 
superior to the common shrimp in the gulf and Atlantic, which are 
members of the Penaeus species. 

Mr. Barron. Mr. Hice, how are they processed? You talk about 
“heads off.” Do they have to be individually handled or do you have 
machinery to take the heads off ¢ 

Mr. Hice. In the gulf, sir? 

Mr. Barron. No, here. 

Mr. Hicr. We have machines that handle the shrimp whole, yes, sir. 

Mr. Barron. Does that devein them, too? 

Mr. Hice. This shrimp is essentially so small that it does not re- 
quire deveining. It is acceptable in the market without deveining. 

51709—61——17 
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The Alaskan shrimp while it is superior in flavor and texture, in 
my own opinion to Penaeus shrimp it has a distinct disadvantage that 
I think eventually will turn into an advantage, and that is the size of 
the shrimp. Shrimp economics in marketing, prices, all the way from 
beginning to end are based on the size of the shrimp or the number of 
shrimp per pound. This Alaskan shrimp is considerably smaller than 
any other shrimp production in the continental United States. It 
would not have a market value at all on the basis of the count per 
pound as compared or in competition with ordinary shrimp. 

I believe that the future of the Alaskian shrimp industry up here 
will be the development of new products, that wherein the size of this 
shrimp would be turned into an advantage instead of a disadvantage. 
There are many possibilities along that line and it was the possibility 
of the development of new products that brought me up here. That 
is why I was interested. 

Senator Bartierr. Mr. Hice, the fish you buy are brought to you 
then by fishermen who were formerly engaged in taking halibut or 
salmon or who do so now and catch shrimp part-time ? 

Mr. Hice. That has been my experience, sir. We have three boats 
that have been fishing and selling us their shrimp and they are two 
boats that are old halibut fishing vessels and one boat I believe has 
had considerable experience with salmon. 

Senator Bartierr. How deep do they have to go? I recognize they 
are varying depths, but what is the deepest fishing? 

Mr. Hice. In questioning the captains of the boats we have been 
dealing with I believe that the deepest fishing that we have ex- 
pees according to their information, is 150 fathoms. That would 

e 900 feet. 

Senator Barrierr. How do they do it? How do they get these 
shrimp ? 

Mr. Hice. Well, sir, an otter trawl] is a very, very efficient instru- 
ment. The trawl is designed so that it drags along the bottom with 
the otter boards at its forward and outer corners and the angle of the 
otter board holds the mouth of the net open and it drags along the 
bottom. In this particular fishery, 30, 35, 45 minutes. 

Senator Bartrterr. When you get these shrimp to the plant what do 
you do with them ¢ 

Mr. Hice. We work like mad to get them in cans before they spoil. 
We run them through a machine that was developed by the Peelers 
Co. in New Orleans 6 or 8 years ago and it came into pretty general 
usage in this shrimp canning industry in Louisiana roughly 5 years 
ago. 

Senator Bartietr. Mr. Hice, before you proceed, Mr. Baynton sug- 
gests we had better go a bit easy here Sadcaes we have already taken 
away from Texas the privilege of being the biggest State and now 
that we have more shrimp than Texas that may be too much for them 
to abide. 

Mr. Barton. Smaller shrimp, though, Mr. Chairman. 

Mr. Hicer. Like the gentleman from Alaska said, he went to Texas 
and got claustrophobia. 

There are many other factors to this industry, sir. I don’t know 
which particular subjects you—— 
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Senator Barrierr. Let me ask you a question or two. How many 
months of the year do you propose to operate or are you operating / 

Mr. Hice. Senator Bartlett, that is a question that I am not pre- 
pared to answer because we haven’t determined that ourselves. We 
opened this plant hardly 2 months ago and the shrimp captains, the 
boat captains believe that they could supply us with shrimp the year 
around here in Seward. That remains to be proved. The shrimp 
production has been off drastically in the last 2 weeks due to storm 
conditions in the gulf. We have a boat that is due at the dock in 
an hour that has been gone since October the 12th, and except for 1 
day of that time he has been at anchor at a bay over in Kodiak waiting 
for the weather to let up. 

Senator Barrierr, How far out are they going for the shrimp? 

Mr. Hice. These boats are capable of going anywhere in Alaska 
as far as the boat itself is concerned, and as far as the time factor, 
they could fish, if necessary, out into the near Aleutians. 

Senator Barrierr. What is the nearest shrimp bed ? 

Mr. Hicr. Well, the nearest shrimp bed that has ever been fished 
is right here in the bay right around the point down here, called 
Baird Glacier. It is not a major bed, and the larger boats would 
have a hard time paying for their fuel fishing out there. Again I 
say that so little is known about this fishery up here to date, that the 
boats naturally will go to where they have had the finest catches, and 
that has been at Kodiak so far. There has been quite a fishery over 
in Katchemak Bay. I would say that it is going to take another year 
or two before any major grounds could be developed on this side of 
Kodiak, and I want to emphasize that the fact that the John N. Cobb 
has not found any major beds over here is not in any way indicative 
of the true situation. I am trying to find out my self why the shrimp 
aren’t there—and there is every reason why they should be there—- 
which gets into why the shrimp were in Alaska to begin with. I 
don’t know whether you would be interested in that or not, but it has 
to do with the true potential of Alaska. The shrimp are here because 
of the tremendous mud flats in the area and the influx of fresh water 
coming in and mixing with the salt water; it creates a condition that 
is ideal for shrimp; and it is true the world around; you never find 
shrimp far from mud flats and an intake of a considerable quantity 
of fresh water. 

Shrimp also have a very marked tolerance for temperature and 
salinity ranges. The juvenile or baby shrimp cannot tolerate open- 
sea salinity, which is about 35 parts per million; I mean, per thousand, 
excuse me. They thrive in salinities down to 5 parts per thousand, 
which is roughly brackish water; and down in Jacksonville the baby 
shrimp thrive 50 or 60 miles up the St. Johns River in completely 
fresh water. But baby shrimp cannot go to the open-sea saliatiae 
until they have progressed along somewhat half their life cycle, then 
normally they migrate out to open-sea salinities and begin their migra- 
tions; and they migrate until they come back to the estuarian areas 
for spawning as adults, and then the cycle starts over again. I would 
say just from my own very meager glimpse of the mud flats in this 
area, I would say that wherever you have these mud flats with fresh 
water coming in you have shrimp potential. 
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Senator Barruetr. Mr. Hice, the committee is very indebted to you; 
and when you were described earlier as an expert on shrimp, it was a 
correct identification. 

Mr. Hice. Thank you, sir. 

Senator Barrierr. We are very pleased to have had you here to 
testify on this subject, and I guess Mr. Baynton was the only one of 
us who knew much about it before. 

Mr. Baynron. I have a question. 

Senator Bartierr. In your expert capacity ? 

Mr. Baynton. Yes, sir. 

Are we going to have the opportunity of tasting this shrimp before 
we leave town ? 

Mr. Hice. Yes, sir. We can arrange that. Senator Bartlett, would 
you mind if I added one or two comments ? 

Senator Bartierr. We would be pleased to have them. 

Mr. Hice. I feel very strongly that if this Alaskan shrimp fishery 
is going to develop properly as it should, there are two particular 
things that need to be done. I have talked about this quite a lot to 
State fish and game people and to quite a few visitors from Federal 
agencies here, and I want to emphasize the importance of these things. 

One is, Alaska should not lose a minute to get a marine biology 
laboratory operating either in Seward or Anchorage or Kodiak or 
wherever. It should be in in this part of Alaska somewhere and I 
think Seward would be an ideal location. It should be staffed by a 
qualified and experienced shrimp biologist, and when I say a qualified 
shrimp biologist I mean a man who has had actual years of experience 
in the study of shrimp and basic research in shrimp. There are many 
marine biologists available who have had tremendous experience in 
salmon or halibut or other fisheries, but I say that at least 2 years 
could be saved if a biologist was gotten for Alaska that had had 
actual shrimp experience. 

Unfortunately, the top shrimp biologists in the United States are on 
loan to foreign countries. Dr. Martin Burkenroad, for example, is 
on assignment from FAO to the Republic of Panama. Dr. Melton 
Lender, who is probably the world’s foremost shrimp expert and 
biologist has been on assignment to the U.S. Embassy in Mexico as 
fisheries adviser for the last so many years. Now, I could name other 
individuals who are noted experts in shrimp biology and unfortunately 
they are not in this country. They are on assignment by FOA or 
through the U.S. Embassies to foreign countries advising on that 
country’s fisheries. 

Now, it is just this important: If this thing develops without the 
aid of basic research and the benefit of an experienced shrimp biologist 
then it means years of doing it the hard way by the boats themselves, 
or what you might call flying by the seat of their pants. It would 
take dozens and dozens of boats many years to eventually put together 
this jigsaw puzzle of where the shrimp are. A shrimp biologist could 
cut that time, I would say, in a fourth or a fifth. To begin with, this 
one simple thing. Shrimp could be caught and stained or dyed 
any color they want to, blue, green, or what have you. It is prac- 
ticed by shrimp-producing States outside and they put together a 
mass of information about where the shrimp migrate to. The suc- 
cess of these boats is based on where the shrimp are at a given time 
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and they are rarely ever at the same place twice. Contrary to com- 
mon belief, if a boat goes into the bay and loads up on shrimp and 
he goes back 2 weeks later and loads up on shrimp again, it 1s not 
necessarily the same shrimp. Shrimp are schooling animals and 
they are notorious movers. They stay on the move. That is one 
thing that needs to be done. A biology lab could put together the 
questions and the jigsaw puzzle. Another thing that needs to be 
done is the development on a State level, and I don’t know that you 
would be interested in this or not, but the State itself, I believe, 
should take a very strong interest in the development of new products 
in this Alaskan shrimp, possibly through the University of Alaska 
Home Economics Department, because unless the shrimp can be sold 
there won’t be any boats and there won’t be any plants. The success 
or failure of the Alaska shrimp industry, like any other business, the 
prodnetine and the manufacturing is incidental. The product has to 

sold. It is the American housewife that will decide how well the 
Alaskan shrimp industry develops. Those are two things that I feel 
very strongly are necessary and even compulsory to any sort of suc- 
cessful development of this fishery. This has a potential that is ac- 
tually unheard of or undreamed of in the shrimp industry. It is just 
limitless. 

Senator Barrierr. Thank you very much for an illuminating dis- 
cussion when you speak about the absence from the United States of 
the top shrimp biologists. I am reminded of an occurrence similar 
some years ago. As you know, Alaska is the least surveyed part of the 
United States and surveying is proceeding more slowly here than in 
any other part of the United States and virtually none of Alaska has 
been surveyed by Bureau of Land Management, so for 1 year the 
cadastral engineer for all Alaska was loaned to the Philippines. 

The committee is going to stand in recess for 5 minutes, but before 
this action takes place the Chair will announce that in his old age his 
memory becomes more and more vagrant and generally he forgets to 
introduce at least one member of the party, and the fact that this one 
member in this particular case is seated way over at the side does not 
excuse the chairman. 

I am glad that we have with us from the Department of the Interior, 
from the Fish and Wildlife Service, as we proceed to various Alaska 
points, Dr. John L. Buckley, who although not a shrimp biologist, is 
a biologist, and who was at the University of Alaska for 8 years. Dr. 
Buckley is that very handsome man just standing. 

We will recess for 5 minutes or thereabouts. 

(Recess. ) 

Senator Barrierr. The committee will be in order and the commit- 
tee will be glad to hear further witnesses. Are there any more wit- 
nesses? Perhaps we did not need to take a recess, perhaps we might 
have adjourned. 


STATEMENT OF JACK WERNER, SEWARD, ALASKA 


Mr. Werner. We have heard quite a little discussion on bill S. 1507, 
making the Interstate Commerce Act applicable to transportation by 
water between Alaska ports and other ports in the United States. 

Senator Barrierr. Yes, Mr. Werner. 
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Mr. Werner. I am afraid we don’t know enough about this bill, but 
it has been my impression that through the years that shipping and 
rates have been ruled on by the Maritime Commission, and it would 
seem to me from a personal standpoint, and speaking for myself, not 
for any organization, that I would prefer to see the rate structure gov- 
erned by the Interstate Commerce Act for this reason: I am in the re- 
tail food business and I have been in Seward since 1940 actively 
engaged in that business, and through the years the rates have been 
increased many times. It seems to me being in business here in Seward 
it is part of my duty to make certain that food be sold at the lowest 
pousible price. It is my personal feeling that the Interstate Commerce 
Commission would have closer scrutiny and supervision over the rates 
to Alaska if it were controlled by that committee. A1l the other States 
in the Union, I presume, are governed by the Interstate Commerce 
Act, and I personally feel shipments to Alaska and rates should be 
governed by the same act. 

Senator Barrierr. Mr. Werner, if for whatever reason it might be, 
it was the judgment of Congress that this should not be done, but 
that instead a Joint Board would be appointed. Do you believe that 
that would represent an advance over the present situation bearing in 
mind that the Joint Board would have representation from the three 
regulatory agencies having to do with transportation; namely, the 
Civil Aeronautics Board, the Federal Maritime Board, and the Inter- 
state Commerce Commission / 

Mr. Werner. I believe that would bea good thing. 

Senator Bartrierr. In other words, your recommendation is that a 
departure be made from the procedures which have heretofore gov- 
erned Alaska water carriers ? 

Mr. Werner. That’s right, I do. 

Senator Bartrierr. I should say that I am sorry that Mr. Thomas 
Stakem, a member of the Federal Maritime Board, had to depart for 
Washington from Anchorage yesterday. He has been with us during 
the hearings and your views I am sure would have been of interest to 
him, Mr. Werner. 

There are two bills before the Congress in respect to this Joint 
Board establishment, and one would be permissive insofar as the 
filing of through rates and joint rates is concerned, and the other 
would be mandatory and the consensus of opinion as expressed to this 
joint committee is that the permissive feature might be comparable 
at, the outset of the operation, at least, to the mandatory. I will not 
ask you to comment on that, Mr. Werner, because this is a technical 
proposition and there is no reason at all why you as a businessman, 
« merchant, should have any familiarity with it, but I relate this for 
your information and for the information of the others. 

That is all, Mr. Werner, thank you very much. 

Mr. Werner. Thank you, Senator, for coming to Seward. 

Senator Bartuerr. Are there further witnesses / 

Apparently not, so the committee is preparing to close its hearings 
at Seward and probably would have done so long since if the chair- 
man. wouldn’t always insist on asking so many questions. 

I want to say in behalf of all of us that we have tremendously 
enjoyed the opportunity of having been here, We feel that you have 
made a distinct contribution to the general hearings and we are grati- 
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fied that so many Seward residents have been present and to the best 
of our ability we are going to do that which will improve Alaske 
transportation and in doing so we sincerely trust and hope and even 
believe that this will have the effect of bringing about lower trans- 
portation costs, and of course that will mean lower living costs for 
every consumer in Alaska. Thank you very much. 

The committee will adjourn to reconvene at a later hour this day 
in Cordova. 

(Hearing adjourned at 12:15 p.m., Tuesday, October 27, 1959.) 
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TUESDAY, OCTOBER 27, 1959 


U.S. SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Cordova, Alaska. 

The committee met in the American Legion hall at 5 p.m., Senator 
E. L. Bartlett presiding. 

Senator Barrierr. The committee will be in order. This is a joint 
meeting of the Senate Interstate and Foreign Commerce Committee 
and the committee of the same name of the U.S. House of Representa- 
tives. It is a joint meeting ag ite the fact that the House represent- 
ative, Congressman Morgan ) Moulder of Missouri, unfortunately is 
not with us today. He has a very bad cold and w as required to stay 
in Anchorage, but will rejoin us if all goes well at Fairbanks. 

It is a partic ‘ular pleasure for me, of course, to be back here in 
Cordova and to have had the opportunity already to have shaken 
hands with so many people whom I have known for so long. 

Now generally at this stage of the game I introduce the other mem- 
ber of the group. Tonight “I am not going to do that. Not so much 
because we want to hurry along as fast as possible considering the late 
hour of the meeting, but more particularly because it 1s our under- 
standing that all of us will assemble a bit later in the evening in even 
happier and more auspicious circumstances, and at that time it is my 
hope and belief that the mayor of Cordova, none other than Barney 
Anderson, will perform this introductory service. 

There are efor us a number of bills pertaining mainly, although 
not exclusively, to transportation in which the people of Alaska have 
a vital interest. Notices were issued several weeks ago that hearings 
were to be held. At that time it did not seem possible to arrange to 
come to Cordova, but eventually this was worked out and we are happy 
to be here. 

T should like to offer a brief description of the several bills under 
wa ation. 

. 8. 1507, to make Interstate Commerce Act applicable to transpor- 
tation by water between Alaska ports and other ports in the United 
States. 

2. S. 1508, to provide for economic regulation of the Alaska Railroad 
under the Interstate Commerce Act. 

3. S. 2451, H.R. 8521, and H.R. 8564, companion bills, to establish a 
joint board for through routes and joint rates and to make mandatory 
through routes and joint rates by carriers engaged in transportation 
of property between Alaska or Hawaii, and other States. 

4. S. 2452, H.R. 8520, and H.R. 8565, companion bills, to establish a 
joint board and to permit the filing of through routes and joint rates 
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for carriers engaged in transportation of property between Alaska or 
ren and the other States. 

5. S. 2514, to establish the Alaska Railroad as a Government 
corporation. 

6. H.R. 6244, to provide grandfather rights for motor carriers and 
freight forwarders operating within Al: iska and between Alaska and 
other States and for other water carriers operating within Alaska; to 
provide for Interstate Commerce Commission regulation of the Alaska 
Railroad; and to make the Interstate Commerce “Act applicable to for- 
hire water carriers operating between ports of Alaska and ports of 
other States. 

There are two other bills which were considered by the committee 
in southeastern Alaska and having an interest in application chiefly 
there dealing with the proposed establishment of ferry service. 

And that is the list of bills which we are considering for those of 
you who have the opportunity to stay. I do not need to explain that 
they have a high order of importance in the future of Alaska trans- 
portation, and we are prepared, despite the fact that our schedule 
requires us to leave here at a fairly early hour tomorrow morning 
for Valdez and then go on to Fairbanks, to hear whatever Cordova 
witnesses may want to testify, and we will do this no matter how 
late the hour may run. We are here to serve you and receive your 
views on this particular legislation. 

Now, Mayor Anderson, if you care to come forward, sit down in 
this chair, approach the mike very closely, so that your words may 
be imperishably captured on this tape, and tell us how glad you are 
that we are here, we will listen to you. 


STATEMENT OF HON. BARNEY ANDERSON, MAYOR OF CORDOVA, 
ALASKA 


Mayor Anperson. My name is Barney Anderson. I am mayor of 
this friendly city of Cordova, Alaska. 

Bob, I would like to call you Delegate. I almost did and I am 
going to have to call you Senator now. 

Senator Bartierr. Or Bob. 

Mayor Anperson. I don’t want to say “Bob” because it doesn’t 
give you enough dignity. We want to have an opportunity to show 
you people some of “the traditional hospitality of Cordova. Cordova 
is known as the friendly city, and we are not particularly keen this 
time on getting anything out of you. We are going to give you some- 
thing this time. However, when you start talking about freight rates 
you are getting very close to an Alaskan’s heart which is carried 
in his pocketbook, and I am sure that some of these fellows will have 
plenty to say on that. 

I am not going to take any more time, but if there is anyone here 
that doesn’t like Cordova crab, I would suggest that you stop some- 
where and get yourself a hamburger and go to a show or go fishing 
tonight, because you've got a crab feed coming up. Thank you. 

Senator Barr.err. Mayor Anderson, your words are eloquent. 

Mayor Anperson. They are even true, Bob. 

Senator Bartierr. For the benefit. of my Cardova friends, and per- 
haps I look particularly at Harold Hanson and Dick Janson in this 
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respect, 1 want to inform you the statehood has made a profound 
len I am used to going through Alaska with committees of 
various sorts on various propositions. It hasn’t mattered through the 
years what the committee may be or what the subject may have been, 
because it. always winds up dealing almost exclusively with fishtraps. 

Now, and I know that this statement will not be believed, on this 
venture which already has taken us clear from Ketchikan to Anchor- 
age and back here, the phrase “fishtraps” by a witness has been uttered 
only once. I wonder who it is here who has arranged a list of witnesses 
in the order of their appearance, or if that arrangement has been made? 

Mr. Logan, please. We welcome you, sir. 

Senator Logan, I should have said, not Mr. Logan. You are a 
senator of the State legislature, are you not ? 


STATEMENT OF HON. B. J. LOGAN, STATE SENATOR FOR ALASKA, 
CORDOVA, ALASKA 


Senator Locan. That’s right, and we certainly welcome you here, 
Senator, and your group with you. 

My full name is B. J. Logan, Bob Logan; my residence is Cordova. 

I first. want to testify on the trucking situation versus the Alaska 
Railroad out of the port of Valdez. I am not a transportation man 
and my information comes from what I have seen and what I have 
heard from various truckers. It appears that in the last 8 years the 
Alaska Railroad has become the training ground for bright young men 
put in by the present administration... Apparently these young men 
are given a 2-year term as Manager of the Alaska Railroad and then 
go on to higher things such as vice presidents on various railroads or 
general managers. It is understandable that these men coming into 
Alaska with a name to make for themselves are going to make that 
name, if possible. Not being Alaskans they are not particularly con- 
cerned with other Alaskans. I am sure when you reach Valdez and 
take the testimony of the truckers there you will find and be shown 
testimony and letters where the Alaska Railroad has definitely threat- 
ened the truckers. Now this is a very unhealthy situation. We have 
Managers of the Alaska Railroad coming in from the 48 States. As 
1 have said before, these men are bent on making a name for them- 
selves. How they make their name does not make much difference to 
them, apparently. The result has been that the truckers on the exist- 
ing highway have been driven down and have in some cases been driven 
out of business. These trucking concerns are not large concerns. 
Some of them consist of two brothers operating two trucks. There 
are a number of single trucks operating, and a few men that have a 
dozen or more trucks; 

I believe the situation as it is now controlled, or the transportation 
situation as now controlled by the Alaska Railroad, is dangerous to the 
Alaskan economy, and I would like to go on record as saying so. 

Senator Bartierr. Senator Logan, would you prefer to complete 
your statement or to answer questions on each of your subjects as you 
complete a particular subject. 

Senator ais As I complete them. 

Senator Bartierr. Then I should like to ask you a question or 
two. The truckers are under the jurisdiction of the ICC and one of 
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the bills before us now would confer certain grandfather rights. 
Another of the bills would impose upon the Alaska Railroad, or con- 
fer upon it, according to the outlook, the jurisdiction of the Inter- 
state Commerce Commission. To this the Interior Department makes 
objection on several grounds. One of them is that, as I recall, that 
it is perfectly competent to do this job itself and since it is a Gov- 
ernment operation, rather pointless to have one Government agency 
supervised in certain respects by another. It is represented that the 
Alaska Railroad was built for the economic development of Alaska 
and that the organic act for the Railroad so provides, and that much 
of the Railroad’s activities has to do with the military service it pro- 
vides in Alaska, and that if the ICC were to come into the picture the 
ICC would have to take account of the capital investment placed 
in the Alaska Railroad and raise rates terrifically. The Alaska Rail- 
road also says there would be accounting duplications, and in short 
the Interior Department believes that there is no need at all for leg- 
islation of this kind. Now you have had much experience, of course, 
along the rail belt, even if your home is in Cordova. I would like 
to ask you this question as a general proposition: How do you think 
the truckers will fare in the future if they are bound by the rules and 
regulations of the ICC while the Alaska Railroad has no master over 
its ratemaking structure except itself ? 

Senator Logan. Well, Senator Bartlett, I would say as long as 
the Alaska Railroad is to operate as an apparently subsidized Gov- 
ernment unit that the truckers will be completely at the mercy of the 
Alaska Railroad unless controls are put in there to keep the Alaska 
Railroad within bounds. I realize that I am not giving you the 
answer 

Senator Barrierr. Yes, that is a very positive answer to my ques- 
tion. As I infer from what you said, rounded out a bit, you feel that 
it wouldn’t be freedom of economic opportunity for the truckers if they 
had the ICC to report to or the Alaska Railroad had no similar con- 
trols 

Senator Logan. That is correct. 

Senator Bartierr. Now, Senator Logan, I am sure that you will 
have as vivid a memory as any of the rest of us about the newspaper 
editorials which appeared in Anchorage and in Fairbanks after this 
bill was heard down in Washington and I haven’t read the editorials 
for months, but my general recollection is that passage of the bill 
would wreck the rail bill because rates would necessarily be increased 
greatly, so I want to ask you this question: Would you believe any 
fears in that respect would be allayed if there were to be added to the 
bill a section providing that the ICC must in establishing rates, in 
approving rates, take into account the development factors and the 
military services provided by the Railroad? In other words, this 
new section, if offered, would by law make it unnecessary for the ICC 
to take account of the capital investment. Do you not agree with me, 
that this would cure the fears expressed in those editorials? 

Senator Locan. I certainly believe it would, Senator. It would 
allay the worries of the rail belt that are not conveniently reached by 
truckers, and, of course, when you come down to brass tacks, the 
people that support the Alaska Railroad are the military. I believe 
the addition of t at amendment would cure that situation. 














ALASKAN AND HAWAIIAN TRANSPORTATION 263 


Senator Bartierr. Do you have any questions on that, Mr. Barton ? 

Mr. Barron. I gather that the Senator is in favor of S. 1507, as it 
is presently drawn, to give the ICC authority over—I beg your par- 
don—S. 1508, to give the ICC authority over the Alaska Railroad. 

Senator Locan. Not if their ac counting is going to show an opera- 
tion such as the Alaska Railroad, where the cost. of operation, the 
hidden cost of operation, is going to necessitate the raising of freight 
rates. 

Mr. Barron. Well, with the amendment allowing ICC to make 
appropriate allowances for the military and promotional aspects of 
the Alaska Railroad before approving rates to be paid by shippers. 

Senator Logan. With the amendment, yes; I agree with you. 

Mr. Barron. That’s all for me, Senator. 

Senator Barrierr. We will now hear from Hollis Henrichs. 


STATEMENT OF HOLLIS HENRICHS, MORTICIAN, CORDOVA, 
ALASKA 


Mr. Henricns. My name is Hollis Henrichs, Cordova, Alaska. I 
am currently speaking as the local mortician. My concern is not so 
much the high cost of living as it is the high cost of dying. 

In the various bills that you have presented here, did 1 hear one 
relative to the control of water transport ? 

Senator Barrierr. That you did, sir. There are two bills, one 
bearing directly upon the subject and the other bearing upon that 
and related subjects. The one that you probably have in mind is 
S. 1507, which would remove the Federal Maritime Board from the 
position it now long has occupied as the arbiter of Alaska maritime 
transportation and substitute therefor the Interstate Commerce Com- 
mission. 

Mr. Henricus. I think that is the direction that I wanted to get 
headed in. I apologize for not being well up on it. 

Senator Barrierr. 1 don’t know why you need to. They are very 
technical bills and such a group of them that no one, unless he made 
a special business of it, could hope to follow them closely. 

Mr. Henricus. Throughout the 25 or 26 years that I have resided 
in Cordova, the cost of freight to Cordova has been a very important 
factor in rearing a family : and conducting a business. The local mer- 
chants throughout the room will state that they can’t compete in many 
instances with the Anchor: age prices, or the Valdez prices because of 
freight rates to Cordova. I took that perhaps with a grain of salt. 
The merchants had to live. I paid my bills and did the best I could. 
But recently I have engaged in the mortuary business and I was very 
much enlightened when I started buying merchandise. The cost of 
water transport on a casket to Cordova is about 414 times that for 
the same merchandise destined for points up the trail, and I speak 
specifically of Glennallen since I have shipped some merchandise up 
there. The water rate to Cordova from Seattle is about 414 times the 

water rate from Seattle to Valdez. 

Senator Bartierr. On a casket, specifically ? 

Mr. Henricus. On an identical piece of merchandise. It would ap- 
pear that perhaps our local merchants have been right throughout the 
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years in saying that the freight might have had some bearing on our 
prices. 

I will state further that I have presented the case to the source 
where I think it should be weighed, to the Alaska Steamship Co., some 
3 months ago. I have been assured that some equitable action will 
come forth, but should such action not come forth I would like to 
be on record before you gentlemen. 

Senator Barrierr. Were you told why this astounding differential 
exists ¢ 

Mr. Henricus. It is quite simple. Freight of certain classes into 
Cordova goes completely by cube while that destined for points on- 
ward beyond Valdez goes by weight. Why, I don’t know. ‘That is 
something I have never figured out completely. 

Senator Bartierr. Where are those caskets manufactured ? 

Mr. Henricus, Everett, Wash. 

Senator Bartierr. I am going to ask Mr. Barton to make a note of 
this, a very special note, with the intention of propounding some 
questions on this to Alaska Steamship Co. representatives, the repre- 
sentative, who will apear, I am sure, at Fairbanks. The difference I 
hope isn’t a usual one because the bill that you cite is going to be paid 
only once, but if it pertained to goods that were in constant use it 
would be a fearsome burden for the people of Cordova. 

Senator Barrierr. I think it is the function of the committee to 
seek to discover if that is the case, and we shall, and I thank you, 
Hollis, for having brought this to our attention. 

Mr. Barton. Let me check to see that I have the facts right. You 
say that a casket from Seattle to Cordova incurs about 414 times the 
water freight charges that apply from Seattle to Anchorage? 

Mr. Henricus. To Valdez. 

Mr. Barton. To Valdez. 

Mr. Henricus. That is right. That is only upon merchandise des- 
tined for shipment beyond Valdez. 

Senator Barttetr. By the Richardson Highway ? 

Mr. Henricus. That is right. There are two carriers involved, a 
water carrier to the seaport and a service carrier on beyond. Actu- 
ally, to Glennallen, my total cost of shipment up there is roughly $15, 
which includes a service transport. The total cost into Cordova, which 
includes no service transport, is around $36 or $37, but the water por- 
tion is about 414 times that. I hope I made that clear. 

Senator Barttetr. Mr. Hollis, just one more question. The price 
of shipping a casket from Seattle to Valdez with no beyond ship- 
ment 

Mr. Henricus. I can’t answer that. 

Senator Bartierr. We'll seek to. Thank you. 

Our next witness is Leslie Meyers. 





STATEMENT OF LESLIE MEYERS, OF CORDOVA, ALASKA 


Mr. Meyers. My name is Leslie Meyers, and my address is Box 360, 
Cordova, Alaska. 

Senator Bartlett, you remarked that there had been little testi- 
mony about the various transportation bills tha are before your com- 
mittee and it aroused my concern. I believe that it has been pretty well 
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accepted fact that the Jones Act has been one of the strangling fac- 
tors in Alaska’s economy. Do I understand that these various bills 
will tend to alleviate the previous conditions that have existed ? 

Senator Barrierr. First let me say that if I said there has been 
little testimony on the transportation bills I made a misstatement. 
What I intended to say was there has been much more testimony on 
the wildlife range than I expected to be offered in comparison with 
the transportation bills. The transportation bills before the commit- 
tee, under consideration now, are offered for the purposes of bettering, 
improving, strengthening Alaskan transportation in various fields. 

Mr. Meyers. I believe that that probably is the most important 
factor that has acted to prevent the development of Alaska, is the 
tremendously high costs of importing any supplies and of exporting 
any of our raw products, and I would like to go on record for the com- 
mittee as favoring the enactment of any measures that would tend to 
reduce the cost of transportation into Alaska, out of Alaska, and 
inside of Alaska. 

Senaor Bartietr. Thank you, Mr. Meyers. I want to assure you 
and all others here that the committee, the particular committee of 
which I have the honor to be a member and which finds as its chairman 
Senator Warren G. Magnuson of Washington and the House commit- 
tee, the chairman being Representative Oren Harris of Arkansas; 
both these committees in my opinion have a sincere desire to help 
Alaska to the end that transportation will be bettered and costs fixed 
at the lowes possible point. 

Mr. Banta. Thank you very much. 

Senator Bartietr. Are there any other witnesses? 

If not, the committee will stand in recess and will convene at the 
appropriate hour in Valdez tomorrow, the appropriate hour being the 
one at which we arrive there. 

(Whereupon, at the hour of 6:15 p.m., Tuesday, October 26, 1959, 
the hearing in the above-entitled matter was s adjourned to reconvene 
tomorrow, Wednesday, October 28, 1959, in Valdez, Alaska.) 
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WEDNESDAY, OCTOBER 28, 1959 


U.S. SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Valdez, Alaska. 

The committee met, in the Valdez High School, at 11 a.m., Hon. 
FE. L. Bartlett presiding. 

Senator Barrierr. The committee will be in order. This isthe U.S. 
Senate Interstate and Foreign Commerce Committee traveling 
through Alaska receiving testimony on various bills having to do with 
Alaska transportation and other matters relating to Alaska. 

Before making another statement the chairman will turn the micro- 
phone over to the mayor of Valdez, Mayor Elmer White, who has a 
word or two to say at this time. 

Mr. Wnuire. It gives me a great deal of pleasure at this time to 
welcome all you folks to this gathering, and at the same time to wel- 
come all the members of this committee. Everyone here, of course, 
is very familiar with and very well acquainted with our Senator Bob 
Bartlett. I am sure he will need no further introduction. However, 
I will turn the meeting back to the Senator now who will in turn 
introduce all the members of this committee to you. 

Senator Barriterr. Thank you, Mayor White. 

First, I want to announce that the committee is most. happy to be 
in Valdez. From the outset of the arrangements we decided that it 
was essential that the committee come to Valdez to hear testimony on 
these transportation bills, particularly because the community of 
Valdez has such a vital interest in transportation. It is a particular 
pleasure for me to be here again, and this for many reasons. 

I should like the previlege of introducing to the people of Valdez 
the persons who are traveling with me, but before doing so I should 
like to state that if it hadn’t been for a cold bug this would be a joint 
meeting of the Senate Interstate and Foreign Commerce Committee 
and the House committee of the same name. Representative Morgan 
Moulder of Missouri, a member of the House committee, came to An- 
chorage and participated, to my great pleasure, in the hearings there, 
but came down with a very bad cold and thus was unable to make 
the present trip with us. But the House committee is represented 
notwithstanding in the person of the very able legislative counsel for 
the U.S. House of Representatives, who on this present trip to Alaska 
is acting as counsel for the House Interstate and Foreign Committee 
of which Representative Oren Harris, of Arkansas, is chairman. And 
I refer to Mr. Allen Perley, who is on my far right. 

On my immediate right is the chief counsel of the Senate committee, 
Harold Baynton. 
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And on my immediate left is the transportation counsel for the 
Senate committee, Frank Barton. 

And I am going to request the next man I so introduce to take a 
position at the head table because he is Alaska’s own commissioner 
of commerce, Mr. Romick. 

Now, we have the great honor in having in Valdez today, and in- 
deed on the entire Alaska trip, a member of the very important Inter- 
state Commerce Commission of the United States, a man who was 
in Alaska last year, a man who was good enough to come back on 
this occasion because he believes these transportation matters are a 
real order of importance for not only Alaska, but the Nation, and I 
refer of course, to Commissioner Laurence Walrath. 

Next to Mr. Walrath is Henry Whitehouse, attorney for the ICC. 

And the next man I shall mention is no stranger to Alaska because 
he was at the University of Alaska for 8 years in charge of the re- 
search program there, their cooperative wildlife program, a biologist, 
and now unhappily from his standpoint and ours, situated midway 
between Washington, D.C., and Baltimore, Md., and glad to be back 
on this trip, Dr. John Buckley. 

That the transportation measures under consideration have an in- 
terest more than local in nature is proved by the fact that a vice 
president of the association of railroads is with us, Bill Thompson. 

The ICC established an Alaska office last year and the supervisor 
of that office, with residence in Anchorage, is William Meehan. 

Fred Lorden, of Seattle, who has been in Alaska many times, has 
worked with the committee and with me individually in preparing 
some of these bills. Fred, when you get up, name your private con- 
nection; will you? 

Mr. Lorpen. I represent the Western Highway Institute. 

Senator Bartrierr. The bills before the committee for consideration 
are these: S. 1507, to make the Interstate Commerce Act applicable 
to transportation by water between Alaska ports and other ports of 
the United States. 

H.R. 6244, to provide “grandfather” rights for motor carriers and 
freight forwarders operating within Alaska and between Alaska and 
other States and for water carriers operating within Alaska. To pro- 
vide for Interstate Commerce regulation of the Alaska Railroad and 
to make the Interstate Commerce Act applicable to for-hire water 
carriers operating between ports of Alaska and ports of other States. 

S. 2451, H.R. 8521, and H.R. 8564, companion bills to establish a 
joint board for through routes and joint rates and to make mandatory 
through routes and joint rates by carriers engaged in transportation 
of property between the State of Alaska and the State of Hawaii and 
other States. 

S. 2452, H.R. 8520, and H.R. 8565, all of which are companion bills 
to establish a Joint Board and to permit the filing of through routes 
and joint rates for carriers serving Alaska, Hawaii, and the other 
States. 

S. 2514, to establish the Alaska Railroad as a Government corpo- 
ration, and S. 1899, to authorize the establishment of the Arctic Wild- 
life Range in the State of Alaska. 

From this rather lengthy list, which must be added to by mention- 
ing S. 2702, you will recognize that the Senate committee, a busy com- 
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mittee with jurisdiction over many essential activities in the United 
States, has been concerned with Alaska matters. 

S. 2702, which I uenioned by number, but did not explain, is a 
bill to direct the U.S. Commissioner of Public Roads to convey by 


quitclaim deed title vt certain property in Valdez, and this in connec- 


tion with the mental hospital facilities. 

The chairman would like to convey to the residents of Valdez the 
greetings of Governor Egan, with whom I talked by telephone from 
Cordova only this morning. The Governor wanted to be remembered 
to all his fellow citizens of Valdez. As we drove around town here 
a while ago it occurred to me that Valdez has somewhat of a record 
in having among its residents so many notable citizens of Alaska. 
The first man that comes to my mind is Anthony J. Diamond, than 
whom Alaska has never had a more high-minded, devoted, and able 
public servant. 

And then there is Bill Egan, the first elected Governor of the State 
of Alaska. 

And then there is Tony’s son John, a member of the first State 
supreme court, and this is quite a record. Of course, Valdez has an 
emotional spot in my heart because I was married here many years 
ago. I can recall my father telling the story of how he was down in 
Seattle on a contract and how he went broke and returned to Alaska. 
He came to Valdez and organized the stage business between here 
and Fairbanks. He rented an office and put up a sign and that ex- 
hausted his entire capital so he waited until customers came in and 
paid him the fares to Fairbanks. With this money he then went out 
and bought some horses and double-enders and got to Fairbanks that 
way. 

Now, the committee will stay in session in Valdez for whatever time 
is required to hear the testimony of those who want to appear before 
the committee, and at this time I shall ask Mayor White, Do you have 
a list of witnesses or does anyone else in the group? Let’s have a 
showing of hands then on the part of those who want to testify and 
we will take the names down and get on with the show. 

Our first witness will be Mr. George Gilson. 


STATEMENT OF GEORGE GILSON, PRESIDENT, VALDEZ CHAMBER 
OF COMMERCE, VALDEZ, ALASKA 


Mr. Gitson. My name is George Gilson of Valdez, Alaska. I am 
currently president of the Valdez Chamber of Commerce. I am glad 
to lead off this testimony. My role is primarily to take a few minutes 
to sketch for the record the situation of Valdez right now and a little 
bit of the past history. I shall not be long, but I think it is important 
a transportation hearing in Valdez should know a little of our past, 
of Valdes background, and the transportation picture. You guests 
are now in almost the oldest town in Alaska north of the gulf. Ko- 
diak is older and I suspect Nome is about the same age as Valdez. The 
reason Valdez was first established was that the gold seekers of 1898 
wanted to travel by water to the point nearest to their goal, which was 
the interior of Alaska. So, Valder’s geographical location was im- 
portant and led to the establishment of Valdez as the port of entry 
for central Alaska before any other port in this area. 
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In the period from 1898 to, say, 1910, Valdez was the largest town 
in this section of the country and witnessed thousands of people travel- 
ing through. We still have geography on our side as far as Valdez 
1s concerned. 

Starting at about 1910 there were numerous efforts on the part of 
people to capitalize on Valdez’s strategic location and establish a rail- 
road from Valdez. Our hardheaded people who tried to start this 
local railroad succeeded in diverting the Guggenheim interest to 
Cordova and the Government interest to the westward to Seward, 
Anchorage, and Fairbanks. So a group of people frustrated the 
proper transportation picture through Valdez back in those early 
years and we have been frustrated ever since. We have been out- 
flanked on two sides and we feel that geographically speaking we are 
on a firm foundation but we haven’t really come thorugh in the role 
we think we should have in transportation. 

After the period of about1915 the Alaska Railroad was completed 
and transportation through here withered and died to practically 
nothing in the 1930’s. After the Second World War the desperation 
for the flow of materials to central Alaska led to the revival of ship- 
ping through Valdez and we had a large surge of transportation 
through here of vital war materials. Immediately after World War 
II the trucking companies who had trucked through Valdez during 
World War II grasped an opportunity and from about 1949 to 1952 
we had considerable trucking through here with independent opera- 
tors, Alaska freight lines, and others. 

In approximately 1952-53 we find that the majority of our freight 
business moved over to the Alaska Railroad and we found that the 
local truckers by and large were not competitive with the freight rates 
on the Alaska Railroad. As a result our trucking industry is hard hit 
and there are not too many truckers present to give testimony for the 
simple reason there aren’t too many left here. They have withered 
and died and can’t compete with the Alaska Railroad rate structure. 
My testimony doesn’t go into the details of the competitive picture, 
But I want to say the impact on the community, because of the lack 
of trucking business through this port; I know this from the point of 
view of an officer of the bank—our bank business has declined 40 per- 
cent since 1952. I know of this decline as an operator of a grocery 
establishment who supplies grocery items to roadhouses up the high- 
way from Valdez—that business has dropped off about 40 percent in 
that direction during the same period of time. I do know that the 
sales tax receipts of the town of Valdez have declined 40 percent in the 
last 5 years. So, therefore, my part of the testimony is just to let you 
know the impact on a favorable transportation site by what Valdez 
people consider unfair competition on the part of the Alaska Railroad. 
We feel that they are in a position to alter rates at will and we feel 
that our local truckers have been driven to the wall. I think there 
will be some specific instances brought out at this hearing before it 
is concluded, but by my own knowledge I can only state the impact 
through the loss of trucking business through this port in the last 5 
years. This is since the Alaska Railroad embarked on their modern- 
ization plan and to justify that modernization plan they gather all 
the freight they can, and we suspect over here that the rates are set 
to gather the entire volume. My part of the testimony is to show the 
impact of that matter on this community. 
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Senator Barrierr. Then later witnesses, Mr. Gilson, will testify 
with reference to particular bills. 

Mr. Gitson. I am sure they will. As I say, I wanted to sketch in 
a little background as to the role of this port in the freight picture. 

Senator Bartierr. This is most helpful to the committee as we con- 
sider the situation here as it relates to other sections of Alaska and 
the entire State. 

I would like to ask you a question or two, Mr. Gilson, but before I 
do, on behalf of the committee I should like to state that we welcome 
the presence in the meeting hall of the Valdez High School students. 
I don’t believe many students anywhere have the opportunity, for 
whatever it is worth, to observe a congressional committee in session 
and we are very glad the pupils can be here. For the record I want 
to state also that the meeting place is the very handsome, attractive, 
commodious gymnasium of the Valdez High School. 

Mr. Gilson, what would you estimate the population of Valdez to be 
at this time ? 

Mr. Girson. I would estimate the population, Senator, to be in the 
neighborhood of 500 people. 

Senator Barrierr. What has been the highest population in Valdez’s 
history ? 

Mr. Gitson. When you say “history,” Senator, going back to 1898, 
we have a sign out on the highway here, perhaps you saw it, Valdez 
population in 1898, 4,860, or some such figure. But anyway, our popu- 
lation was in the thousands until 1910 to 1920 and then it diminished 
until I think the U.S. census in 1930 was in the neighborhood of 500; 
1940 was 500; 1950 was 500 or 600, and then we climbed to 800 or 900 
during our period of activity, and we have declined again to probably 
500. 

Senator Barrierr. You mentioned a banking connection. Would 
you explain for the record, Mr. Gilson, what that is? 

Mr. Girson. Yes, sir; I am one of the officers in the First Bank at 
Valdez and a bank that was established here in 1902 and has been in 
existence ever since. 

Senator Bartierr. For 57 years? 

Mr. Girson. Yes, sir. In fact, my father, who passed away this 
summer, had been in that bank continuously since 1906, so I think he 
was safely the dean of American bankers. 

Senator Barrierr. George, the dependence of Valdez upon trans- 
portation is almost exclusive in its economic life, is it not? 

Mr. Gitson. Well, Senator, yes, it is. I would say percentagewise 
we have to depend on transportation probably 75 percent. Now, we 
are trying to help ourselves in other directions. We currently are 
working hard at our tourist picture. We are enjoying increased 
tourism and as you know, you have flown in here and seen the scenic 
possibilities—the scenic realities of this area—that we are on solid 
foundation there. The tourists who come to see us are very happy 
with what they see, so we are working hard on that. We are also 
working hard on our seafood situation. We want to get that going 
and we do believe that ties in with the transportation picture because 
the transportation people need a backhaul to the United States. We 
would like to see seafood move from this port to the Midwest over 
the existing highways. In those two fields we are trying to help our- 
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selves. With the absence of transportation we are trying to do some- 
thing in tourism and we have dreams of oil possibilities in the Copper 
Valley and there are copper possibilities north of us. Those are stop- 
gap measures; we feel that tourism and seafood are important in 
themselves. 

Because of the map, the map of Alaska, we fee] that we are prop- 
erly a transportation center and we should be, and we think we will 
be if we are ever able to get a fair shake. We don’t want anything 
but a fair shake, but we don’t think we have it now, and we want a 
chance for competition to state whether or not we are in the proper 
geographical location to be a transportation center. 

Senator Barrierr. You said that the Alaska Railroad is in the 
position to alter rates at will. Do you know if it has done so, in an 
effort to drive out trucking competition ¢ 

Mr. Gitson. I can’t state chapter and verse on it because I myself 
am not close enough to the actual mechanics of transportation, but I 
think there are people here who can do so and let’s put it this way, 
that it’s common knowledge or common speaking knowledge among 
truckers that such is the case. 

Senator Bartrierr. How far is it from here to Fairbanks over the 
Richardson Highway ? 

Mr. Gitson. 365 miles. 

Senator Bartierr. Is this the closest route from tidewater to the 
interior ? 

Mr. Gitson. Yes, sir; it is. 

Senator Bartterr. I heard a while ago, Mr. Gilson, that considera- 
tion was being given to the founding of a historical museum of sorts 
here. Is there any such plan that you know of under consideration / 

Mr. Gitson. Yes, Senator; of course, I know that is a little bit of 
a Joaded question because you are one of the participants in our drive 
for funds. Senator Bartlett has come through and helped us with a 
nonresident membership of $100 in our historical society. 

Senator Bartrierr. Well, under certain conditions. 

Mr. Gitson. Yes, sir; but the conditions have been met. 

Senator Barrierr. I was to sign a note with the bank, was I not ? 

Mr. Girson. Yes, sir; did you sign ¢ 

Senator Bartietr. I have not, as yet, received the note. It must 
have arrived in Washington after I had started on this trip. 

Mr. Giison. It is in the mail and it will catch up with you. 

Senator Barrierr. Very seriously, Mr. Gilson, I think that sort of 
thing is important not only in preserving examples and other re- 
cordings of our magnificent past here, but as a means to increase tour- 
ist travel, too. 

Mr. Gilson, do you feel then that come what. may transportation 
will be the chief business of Valdez and that other activities will be 
more or less supplementary ? 

Mr. Grrson. Yes, Senator; I think that transportation is the best 
reason for Valdez being here. I mean, it is for the same reason that 
the gold people in 1898 first came to Valdez, which proves its geo- 
graphical proper location for transportation and that can’t change, 
and I think geographically we should be the transportation entry to 
at least a portion of central Alaska. But, as I stated before, tourism 
and fishing are important in themselves, but to answer your question 
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Valdez has to depend on transportation or I don’t know how we 
will continue. 

Senator Bartierr. Back in the 1930's the Alaska Railroad fought 
to impose equality in tariffs—and I think the representatives of the 
ICC will be especially interested in this—by making an arrangement 
with another branch of the Interior Department to levy a fee or a 
tariff at a ferry crossing over the Tanana River between Juneau and 
Fairbanks so that the truckers’ rates could not be lower than the 
rates of the railroad. Is any such thing being done now ? 

Mr. Grison. Not to my knowledge, Senator, although I hear that 
that particular point of law has never been repealed so perhaps at 
some future date we will have another toll, but at any rate it is not 
in effect right now. 

Senator Barrterr. Thank you very much, Mr. Gilson. 

Mr. Gutson. Thank you, Senator. 

Senator Barrierr. Let the Chair announce that after he had intro- 
duced all of the members of the group then in the room, Mr. Harry 
Huse, who handles fish and wildlife matters for the Senate commit- 
tee, came in and I shall now ask Mr. Huse to stand so you can all 
see him. 

One man I haven’t named yet is Bill Miller, who is recording this 
testimony on the stenotype and on the tape machine. Bill lives in 
Seattle and he first came to Alaska at the age of 4 and has lived at 
St. Michael and at Anchorage. 

Our next witness is Tom Jatzeck, of Valdez, Alaska. 


STATEMENT OF TOM JATZECK, OF VALDEZ, ALASKA 


Mr. Jarzeck. My name is Tom Jatzeck. I am presently engaged 
in the trucking industry here in Valdez, which is my home, and of 
course I am vitally interested in the port of Valdez. The people 
engaged in the trucking industry here in Alaska are faced with a 
bitter battle for survival. On the one hand we have the Government 
owned and operated railroad which is in direct competition with 
private enterprise. I believe it is an understatement to say that it is 
against American policy to engage in such competition. The trans- 
portation here in Alaska, they have a monopoly. They have a tax- 
free structure, lower man-hour scale wages, and they use our high- 
ways to lower their rates and use every other conceivable method to 
secure cargo for their operation. 

On the whole, they are biting the hand that feeds them because the 
truckers’ taxes help pay for the railroad, too. We fully realize we 
need the railroad for military purposes, but we also need the truc king 
industry. So, unless the railroad is controlled by ICC, the same as 
the trucking industry, there is no hope in favor of just treatment. As 
it now stands our Government has joined forces to eliminate the 
trucks in Alaska. And on the other hand, we are faced with the water 
transportation. Our water transportation is under maritime law. 
Their laws pertain to the common carrier that they shall transport 
with a reasonable dispatch all and everyone’s cargo. We find they are 
operating both as a common carrier and a contract carrier. We find 
deck spaces allotted to only two carriers, therefore creating a monop- 
oly on certain cargo, but on the Army cargo and commercial. Unless 
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the trucking concern has a concurring carrier he is eliminated from 
sarrying Army cargo. Only the chosen few may enter this field. 

And on the other hand we have somewhere around 70 ICC carrier 
permits here in Alaska, more than enough to supply Alaska’s every 
need. The trucking concerns were built in the State of Alaska and 
pioneered every foot of the way. We are faced with considerable 
numbers of stateside operators that want ICC permits to enter our 
field of competition. Of course we all know there is just a little bit 
of traffic here in Alaska and there isn’t enough to go around for the 
people presently engaged in it, so I should think the ICC would use 
every caution for permitting any ICC operating rights other than 
the ones that are presently here. 

Senator Bartierr. Thank you very much. Now, are you operating 
under your own name? 

Mr. Jarzeck. At the present time we are operating under the 
Alaska-Valdez Transport. We took three ICC permits and the outfit 
we bought out, the Olson trucking concern. Howard Betas and my- 
self took it over and we are operating under three permits. We 
joined to make one outfit. 

Senator Barrierr. You are under the jurisdiction of the ICC now? 

Mr. Jatzeck. Correct. 

Senator Bartrierr. What do you think your situation will be if eco- 
nomic regulation for the truckers comes from the ICC and the Alaska 
Railroad is exempted from such regulation ? 

Mr. Jatzeck. That is the situation we are faced with at the present 
time. Unless the railroad comes under the ICC and the same juris- 
diction that we have, we haven’t an equal footing. It is very unfair 
competition. Of course, being engaged in the industry I see it from 
day to day, but I can’t see any hope for the trucker unless the ICC 
controls the railroad. 

Senator Bartterr. Mention has been made here and elsewhere that 
the Alaska Railroad has a habit of upping or decreasing rates to 
guard truck competition. What is your view on that? Would you 
say thatthe Alaska Railroad does that? 

Mr. Jatrzeckx. They have their means and ways, let’s put it that 
way. I know from certain cargo and certain traflic which moves that 
they go all out for a certain traffic and consequently in the end they 
get it by lowering rates, by changing their method of operation. In 
other words, we’ll take beer for instance, cargo that used to come 
through this port almost wholly. In the past year or two the cargo 
has been railroadwise and the reason has been rate structure and the 
reason is the railroad has been delivering to the distributor them- 
selves, whereas they used to have a charge for delivery. They elimi- 
nated that, so now they deliver. Consequently they lowered it 25 
cents and put it in the field of competition where the trucking indus- 
try couldn’t even touch. 

Senator Bartiterr. When you say 25 cents, what do you mean? 

Mr. Jarzeck. I am talking about 25 cents per hundredweight. 

Senator Barrietr. The fear has been expressed, and this was set 
forth in editorials last summer in the Fairbanks Daily News-Miner 
and the Anchorage Times that if the ICC could establish or approve 
rates for the Alaska Railroad they would go way up and the consumer 
would be hurt and the economic development of Alaska would be hurt. 
Do you subscribe to that? 
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Mr. Jarzeck. No, I don’t. I believe and affirmatively believe that 
the railroad would raise their rates equal to the trucking rates and 
the industry would level off at a leveling point. If they can engage 
now for lower rates, certainly if they got an increase of 20 or 30 cents 
per hundred they could—ought to be able to operate if they are operat- 
ing now. 

Senator Barrierr. But the consuming public would be opposed, of 
course, to any rate increase on the part of the Alaska Railroad, espe- 
cially because an Alaska Railroad official testified before the commit- 
tee at Anchorage that the railroad had an operating profit last year 
of something over $300,000. 

Mr. Jarzeck. Perhaps that is so, sir. <A little bit more plus emmp: 
ment, but that is neither here nor there. But we understand it would 
be beneficial and under the structure right now it is only beneficial for 
those people shipping in 60,000- to 80,000-pound lots. The little man 
isn’t getting the benefit of the rate. It is only the man shipping in 
the large amounts and consequently the ICC says you cannot quote a 
rate where you can’t carry on one means of transportation. We can 
only carry 40,000 pounds of cargo so the railroad could carry 60 to 
80 and they quote a lower rate. 

Senator Bartierr. There is before the committee, as you under- 
stand, a bill that would substitute the Interstate Commerce Commis- 
sion for the Federal Maritime Board in respect to transportation by 
water. There are also other bills which would establish a joint board 
for all forms of transport and one of these bills would require man- 
datory filing for through routes and joint rates and another would be 
permissive in nature. Do you approve of any of those bills and if so, 
why ? 

Mr. Jarzeck. I affirmatively approve the ICC should control the 
freight from the port of departure, which would be Seattle and the 
west coast, for the simple reason that it is freight designated for 
Alaska and not for a foreign port, and I think that before they can 
fully get control of everything they have to control the water, too. 

Senator Barrierr. If for any reason or reasons at all this hope of 
yours did not become a reality do you believe that the joint board pro- 
posal would set up a situation more desirable than the present one? 

Mr. Jarzeck. | believe anything along that line would help us. 
At the present time we are in a bad spot, let’s put it that way. 

Senator Bartierr. The committee has been repeatedly told that if 
joint rates on through routes were filed, became effective, it would be 
possible to lower freight rates to some degree. Have you had any 
experience with joint rates? 

Mr. Jatzeck. Yes; I have, Senator Bartlett. It is common know]l- 
edge that if you can control the rate on the water and the trucker 
should get a decrease on the water rate, which he doesn’t at the present 
time, he would in turn pass it on to his customer at a lower rate. In 
other words, we put our cargo in a container in Seattle, ship it aboard 
the ship, and with lower handling and wharfage charge consequently 
the customer should derive a decrease. 

Senator Barrierr. And we have been told that there would be 
elimination of a very considerable amount of paperwork with these 
Joint rates and that itself would effect some savings. 

Mr. Jarzecx. That is correct. 
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Senator Bartrierr. Any questions? 

Mr. Barton. You mentioned that the Alaska Railroad had various 
ways of diverting tonnage from trucks to the railroad. You men- 
tioned beer specifically. Either now or in the next few days could 
you furnish us with specific examples of such reduced rates? You 
don’t have to do it now, but if you would like to think about it and 

Mr. Jarzecx. I can—I believe I can come up with the proof on it; 
yes, sir. 

Senator Barrierr. All right, then, would you put that in written 
form, if you will be so good as to do so, and send it to the Senate 
Interstate and Foreign Faitmatien Committee in care of Mr. Barton 
and then to Mr. Perley. After we recess we can give you the addresses. 

Thank you very much, Mr. Jatzeck. 

The committee has never before confronted a more elegant situation. 
It finds itself ready to recess for lunch and finds itself, as do the 
witnesses, seated at the luncheon tables. The committee now will 
stand in recess until we have concluded luncheon and then we will 
hear further testimony. 

( Recess. ) 

Senator Bartierr. We will go on the record again and the com- 
mittee will be in order. It has been suggested that those of us who 
are speaking do so as loudly as possible for the benefit of those in the 
far reaches of the room. This admonition will be directed to those 
at the head table and to the witness. 

Tom, we would like to have you back for further testimony. If 
you have anything additional to contribute to that which you have 
already informed the committee, we shall be glad to hear you. We 
want just as full, complete accounts of this transportation system 
as you are able to give, and whatever you or other witnesses may offer 
the committee will be highly helpful to the committee in making final 
determination on the legislation. 

Mr. Jarzeck. I have about five more items, Senator Bartlett, that 
should be brought out. One is leasing of warehouse space on a 99- 
year lease to people in the Fairbanks area, especially, that I know 
about. The railroad leases the warehouse or else they lease the 
ground, let’s put it that way, with the provision that they will in 
turn serve them with 75 percent of the commodity delivered to that 
warehouse. Consequently, I think if you are going to the Fairbanks 
area you might look that over very thoroughly and you will find that 
some of your major distributors are all located on railroad ground 
and consequently the railroad controls the shipment. 

Senator Bartierr. Are you through with that subject ? 

Mr. Jarzeck. Yes. 

Senator Barrierr. Do you know? Is that requirement? Is it 
inserted by clause in the lease ? 

Mr. Jatzeck. Well, no, I don’t know if it is certified clause, but I 
know it is a verbal agreement, and I have run into it and talked to 
the people that have warehouses on that area and I know it is for a 
fact. 

Senator Bartierr. Those people have told you, or some of them 
have told you that they were informed that they could not get their 
leases unless they were willing to give 75 percent of the business to 


the Alaska Railroad? 
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Mr. Jarzeck. It was in that percentage basis there. I know that 
several of people have got in trouble with the railroad because they 
have shipped via another carrier and consequently the railroad has 
come around to talk to them and have said we are entitled to a cer- 
tain amount of that, you are on our leased property. That is some- 
thing that has not been written, but is just verbal information that 
I have gotten over the course of years of dealing in the Fairbanks 
area. 

Senator Barrierr. Would you be willing, sir, to give Mr. Barton, 
the transportation counsel, at a subsequent time the names of some 
of the people with whom he might talk? 

Mr, Jarzeck. 1 would. 

Senator Barrierr. Thank you. 

And now the next subject. 

Mr. JatzecK. On another subject, the railroad carries vans on their 
railroad for other people. Of course, it has been the practice in the 
past and still is the practice of a lot of these carriers overloading their 
vans. I think they pay a minimum charge on the 40,000- pound rate. 
Consequently it has been my experience in talking to a lot of the truck 
jockeys some of these vans are coming in with 60,000 to 80,000 pounds 
aboard that van. Consequently, they are paying the ate of 40,000 
pounds, which isn’t very good competition for the trucker who carries 
it on the highway, and I think that can be brought out—I know of 
several jockeys or more in Fairbanks that will give you a true state- 
ment on that. 1 know it is a fact because we have often talked about 
a scale there and during the breakup period we are faced with a prob- 
lem here. We can only haul 50 percent of our gross and consequently 
the other carriers that are on the railroad; and they areshipping 60,000 
to 80,000 pounds in a van and hauling over the same highways and 
we are penalized on it. So think it is an unfair practice and one that 

should be looked into. 

Mr. Barron, Did you say that the limit is 40,000 pounds on the 
highways ¢ 

Mr. Jarzeck. That’s right. We have a 74,000-pound maximum 
weight. That is vehicle weight and gross cargo weight, and conse- 
quently in breakup we are limited to 50 percent of our gross cargo. 

Mr. Barron. In other words, that allows a load of about 40,000; is 
that right ? 

Mr. Jarzeck. W ell, no, in breakup we actually 

Mr. Barron. I thought you were talking about ordinary times. 

Mr. Jarzeck. In regular times we can eliminate our cargo to ap- 
proximately 40,000 pounds. 

Mr. Barron. You say that 60,000 or 80,000 pounds come in in the 
vans for the Alaska Railroad’s accounts? 

Mr. Jatzeck. Well, it is vans of the Alaska Railroad carrier for 
concurring carriers—other trucking concerns. 

Mr. Barron. You mentioned that they were paying on the basis of 
40,000 pounds but actually moving 60,000 or 80,000 pounds? 

Mr. Jarzeck. I think you will find that they are paying on the basis 
of 40,000 pounds. 

Mr. Barron. There might be 60,000 pounds in a van but they would 
pay for only 40,000? 
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Mr. Jarzecx. That’s right. In several instances I know that is 
true because I know some of the trucking concerns that have done 
that practice. 

Mr. Barron. Thank you, sir. 

Senator Barrierr. On the average, how long will this breakup 
period be? 

Mr. Jatzeck. Approximately about 6 weeks. 

Senator Barrierr. But it means that you can’t carry a full load 
limit over the highway during all months of the year ? 

Mr. Jarzecx. That’s right, and during the breakup period our 
cargo is limited with our machinery to the type of equipment we 
have to about 6 ton. Consequently, last year we asked the legislature 
and asked the Bureau of Public Roads to give it a limitation of 75 
percent where we could break even and still serve our customers. 
Consequently, we didn’t get it, and I think that is one problem that 
probably the trucking industry will bring up this spring real early 
to see if they can’t get a 75-percent point where they can break even 
and serve their customers. 

Another practice of the railroad, they have bought a bunch of six- 
wheeler trucks. Now they say that they use these for pickup and 
delivery, but if you will pick up one of the new revisions of their 
tariff you will find in that tariff where it says that they would—it 
doesn’t specifically say that they would deliver to Big Delta, but it 
says carload lots to Big Delta at certain prices. Now, it isn’t an 
understatement to say that they are running our highways and not 
paying any taxes or any fuel taxes, but they are also engaging in 
using their trucks to invade upon our territory. 

Mr. Barton. How far is Big Delta from the Railroad ? 

Mr. Jatrzeck. It is 100 miles. 

Mr. Barron. Does the Alaska Railroad have a tariff that shows 
they will serve Big Delta? 

Mr. Jarzeck. Yes; but it doesn’t specify that they will deliver it. 
It says carload lots, but the latest this summer, we understand that 
they are going to deliver to Big Delta themselves and they bought 
six-wheelers to do that job. 

Mr. Barton. They haven’t rendered such service as yet ? 

Mr. Jatzeck. I haven’t seen them on the road actually myself, but 
I understand they are going to and they do quote a rate, and conse- 
quently there is no other carrier named, so they must be going to 
figure on carrying it themselves. 

Mr. Barton. Have they in the past concurred with motor carriers 
in delivering to Big Delta ? 

Mr. Jatzeck. They have some drayage firms but it is all on small 
commodities ; never in the carload lot. 

And another problem is that they control the Seward dock. Now 
I know from previous experience the trucker can’t get on that dock. 
In other words, if you have cargo coming into Seward destined to 
move under your name to a certain area or whatever area you might 
serve, you have to put that cargo on a railroad flatcar or a railroad 
boxcar and they take it out to a siding and then you take the freight 
off there, which of course makes it a higher handling charge and it is 
prohibitive for a customer to work off that dock. He can’t possibly 
work out at Seward and I think he bears me out that at the present 
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time I think there are one or two trucking concerns hauling off the 
Seward dock. 

Mr. Barton. Please over that again briefly for us. 

Mr. Jarzeck. Well, it is a contr rol of the Seward dock. No trucker 
can get on the Sew ard dock. You can’t put a truck on the dock. 
You have to unload your cargo from the ship; it is handed to the 
railroad and then pushed to a “siding and there you can unload your 
cargo, and that instance has been done since they have built that dock 
and its practice has broke almost all the truckers out of Seward. 

Mr. Barron. I understand from previous testimony that the dock 
is open for truckers only 8 hours a day, 5 days a week, whereas it 
operates around the clock otherwise; is that correct ? 

Mr. Jarzeck. Well, it is my understanding it might be open for a 
trucker if you put it on a flatear and kick it up to a siding, but I 
don’t think you can get on the dock with a truck. The fact is, I 
know you can’t. 

Mr. Barron. It is only the service that you mentioned that is avail- 
able for 40 hours a week, though ? 

Mr. Jarzeck. That’s right. And another thing is these containers. 
Now, the railroad I know has bought in the past 6 or 7 months—they 
have purchased over 250 indiv idual cargo containers. Now they seem 
to be distributing them around for the shipping companies to use at 
their convenience. I mean, it is a real nice way to ship freight; in 
fact, it is the most practical way, but I don’t think it is fair ‘for the 
railroad to use our money to furnish other carriers with boxes, and 
that is about all I have to say. 

Senator Barrierr. Tom, my attention was diverted when you were 
speaking about the use of trucks by the Alaska Ralroad, and I shall 
inform the other members of the party why my attention was diverted 
The weather is closing in very rapidly at Valdez and we have to leave 
here within the hour or we are not going to be able to leave by plane, 
so the determination has been made that we will not leave by plane. 
We are going to let the plane go and then we are going to drive up to 
Gulkana later in the day and board it there as we don’t want to 
close these hearings before we have had an adequate opportunity for 
everyone to testify. 

Tom, did you say that the Alaska Railroad does deliver by truck 
as far away from Fairbanks as Big Delta? 

Mr. Jarzeck. Yes, they h: we it in their tariff; let’s put it this way, 
that they give a carload rate in their tariff to Big Delta and as far as 
I know they have no concurring carrier. It has been rumored, and of 
course from the railroad people themselves over the past 6 or 7 
months, that they are going to start delivering freight into the Big 
Delta area. Now I know for a fact they have bought a lot of new 
six-wheelers. Of course, the six-wheeler truck is a pretty big-sized 
machine for pickup and delivery. And, also, it has been their prac- 
tice to deliver to Kielson, which is in turn some 20 miles away from 
Fairbanks. I think it is unfair. I think that in the former years 
they used the drayage to deliver that freight and I think it is unfair 
for them to do that kind of delivery themselves, especially running on 
our highways. I mean, if they are going to be engaged in railroad 
freight let’s have them deliver the freight to the depot or to the siding 
and let the drayage firms get some benefit out of it. I think you can 
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bear me out that in the past years there were a lot of men who went 
prospecting in the summertime and in the wintertime they came back 
and worked for the railroad draying that freight. I mean, it was very 
helpful for them to make a livelihood and consequently now they are 
deprived of it. 

Senator Barrierr. Tom, who would be in the best position to give 
the committee the names of the individuals or companies who are now 
engaged in the trucking business on the Richardson Highway ? 

Mr. Jarzeck. Howard Weaver is the secretary-treasurer of our 
American Trucking Association that we have formed recently and he 
would have all the names. 

Senator Bartietr. We will see him in Fairbanks. 

Mr. Jatzeck. You will see him in Fairbanks; yes. 

Senator Barrierr. Is that number, would you say, without any 
ability now to refer to the records, smaller than it was 5 years ago, for 
example ¢ 

Mr. Jatzeck. Yes, a considerable amount. I personally know of 
several trucking concerns that went out of business in the past year. 

Senator Barrierr. And you do not believe this would have been the 
case had it not been for the type of competition offered by the Alaska 
Railroad which you have mentioned ¢ 

Mr. Jarzeckx. That is right. I believe the railroad has put them 
out of business strictly. I think the railroad is at fault. 

Senator Bartietr. Thank you. Frank, do you have any questions? 

Mr. Barton. I wanted to ask him to whom these eontainers were 
furnished by the Alaska Railroad. To the shippers? 

Mr. Jarzeck. Well, they are merely hele to the shipping com- 
panies and I know for a fact that some of the other carriers are 
carrying: 

Mr. Barron. When you say shipping companies do you mean truck- 
ing companies ¢ 

Mr. Jatzeck. No, to the steamship companies, let’s put it that 
way, and barge companies. Crawley Tug & Barge is carrying quite 
a few of them and Alaska Steam is carrying a few, and I know I’ve 
seen them hauled around in Seattle, I’ve seen them hauled in Fair- 
banks, and I am quite sure that Garrison is using some of them. 

Mr. Barton. They haven’t furnished any to you, though, I take it? 

Mr. Jatzeck. What ¢ 

Mr. Barron. You don’t have the use of them; they don’t furnish 
containers to you ¢ 

Mr. Jatzeck. No, they don’t furnish them to us. 

Senator Barrierr. Thank you, Tom. Our next witness is Jack 
Wallace of the Copper River Freight Lines, Valdez, Alaska. 





STATEMENT OF JACK WALLACE, COPPER RIVER FREIGHT LINES, 
VALDEZ, ALASKA 


Mr. Watxace. My name is Jack Wallace, Valdez. 

Tom has covered this situation pretty thoroughly, but we noticed 
here in the last year or so that the railroad has bought a whole lot of 
new trucks which are frequently seen around Fairbanks and their 
rates are so low that I can give you a couple—I have a couple letters 
from the company. 
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Senator Barrierr. What company is that ? 

Mr. Watiace. The company that I hauled for the last 7 years, 
Alaska Distributors. It says: 

Attached are two bills which I found on Bill Montpetit’s clipboard and 
which are apparently the ones you are missing. We are sure unhappy about 
losing your service on both beer and liquor as everything considered, your 
service worked out much better than the railroads. However, it is a fact that 
this market has gotten so competitive, with at least two distributors out work- 
ing the trade on the basis of the lower Alaska Railroad freight being passed on 
to retail customers, that we have no choice but to do likewise. 

I have certainly appreciated the fine cooperation that you and Jack and of 
course Loren, who is simply the “greatest” as far as truckers are concerned in 
my book, have given us these past few years. I am sure hoping that the situa- 
tion may change so that we can someday go back to our former methods of 
shipping. 

Janet and the boys are fine and send their best “hello.” 


This is another one here: 


Fairbanks competition has become so keen that we find it necessary to reduce 
our freight costs of merchandise going into our Fairbanks warehouse to the 
lowest we can. 

Naturally, this means that we will have to start shipping via Seward, in care 
of the Alaska Railroad. 

Please accept our thanks for the wonderful cooperation you have always 
given us. 

Senator Barrett. Is that from the same company ? 

Mr. Watuace. Yes. 

Senator Bartierr. Those letters are signed by whom? 

Mr. Wattace. By Stanley Gottstein. He is vice president of 
Alaska Distributors, and this other is from the man in charge at 
Fairbanks, Bob Cowgill. 

Senator Bartietr. Is this your own company ? 

Mr. Wattace. No, I have been hauling for them. 

Senator Barrterr. I know Alaska Distributors is not yours, but is 
the trucking firm yours? 

Mr. Watuace. Yes. 

Senator Bartiterr. And were they your biggest customer ? 

Mr. Wattace. They were our biggest customer. 

Senator Barrterr. And when were these letters written ? 

Mr. Wattace. This is October 19 and the other is the 11th. 

Senator Bartietr. Of this year, 1959? 

Mr. Wattace. Yes. 

Senator Bartiterr. And so from now on you will not be hauling 
goods for that company ? 

Mr. Watxace. That 1s, until they can get the rate back where a 
fellow can at least make a living. 

Senator Bartierr. Well, tell me this. Do you do most of your 
hauling for this one company ? 

Mr. Watuace. Yes. 

Senator Bartierr. Where does this leave you ? 

Mr. Watuace. Well, I still have oil tankers and I haul to the in- 
terior gas and oil. But as far as my Fairbanks freight is concerned, 
why I just can’t afford to run them there for as cheap as the railroad 
hauls this. 

Senator Barrietrr. How many trucks do you have? 

Mr. Wauiace. Three. 
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Senator Bartierr. And what part of your business did the trucking 
service constitute? What percentage, would you say, compared with 
the oil? 

Mr. Wattace. I would say about 75 percent of it was the main 
Fairbanks haul. 

Senator Barrett. In service for this particular company ? 

Mr. Wattace. Yes. 

Senator Bartierr. Twenty-five percent in oil? 

Mr. Watiace. Yes. 

Senator Barrierr. Well, then, 75 percent of your business is going 
out from under you ? 

Mr. Wauuace. The railroad has it. 

Senator Barrierr. Why is this? Did the Alaska Railroad recently 
lower its rate on beer and other liquors? 

Mr. Wattace. The first letter we had from the company they asked 
if I could reduce the rates and then they asked if it would be possible 
that we could deliver free all over town, which the railroad promised 
to do. They deliver for them anywhere they want in town, and so 
actually that would have cost me quite a bit extra and we held tough 
as long as we could and, as it was, we figured we were hauling as 
reasonably as we could. But this last jolt, why the railroad has ; the 
rate so low that, like he says here, they couldn’t keep up with 
competition. 

Senator Barrierr. Aside from the free delivery offered by the 
Alaska Railroad, has the railroad lowered its rates on these products? 

Mr. Wattace. Yes. 

Senator Barriterr. And formerly they were at a point where you 
could be competitive. When was this change made? 

Mr. Watxace. I don’t know just when—just about a month ago— 
but the company has stayed with us just about as long as they possibly 
could, as they liked our service, but they would—this has been going 
on, the railroad has had this rate lowered for quite a long while, but 
then just recently they put on this free delivery and pickup, i in the last 
3 or 4 months. 

Senator Barrierr. And, in addition to that, lowered their rates? 

Mr. Watiace. Yes. 

Senator Bartierr. How many people are you going to have to dis- 
charge by reason of your loss of this segment of business ? 

Mr. Watnace. Well, I just had the one driver driving back and 
forth up there and I have enough work to keep him going yet, and 
then I was working myself. 

Senator Barrierr. You have enough for this fall, but how about 
next year? 

Mr. Watxace. I don’t know until next year. If we get more busi- 
ness some way or other we will be able to hold tough, but—— 

Senator Bartierr. Well, you mean, Mr. W allace, that the Alaska 
Railroad now offers what are called unlimited dropoffs to retailers in 
Fairbanks? 

Mr. Wauiace. Yes. 

Senator Barrierr. And you say this started recently ? 

Mr. Watuace. Yes. In the past 3 or 4 months, anyway. 

Senator Barrierr. Mr. Barton? 
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Mr. Barron. What was your rate to Fairbanks from here on liquor 
and beer? 

Mr. Watuace. Beer was $30 a ton and whisky—— 

Mr. Barton. How much a hundred is it, sir 

Mr. Watuace. $1.50 for beer and $2 for diemnor. 

Mr. Barron. What did the railroad have? 

Mr. Watuace. I don’t know. I never was quoted their rate. 

Mr. Barton. You don’t know the rate, or what it was reduced to 
later ? 

Mr. Watuace. I have heard a rumor that it is below $17 a ton. 

Senator Bartierr. Mr. Wallace, I will intervene here just to say 
that in Fairbanks we shall seek from the Alaska Railroad testimony 
on their charges now and previously. 

Mr. Barron. Mr. Wallace, have you ever tried to get deck space on 
Alaska Steamship Lines? 

Mr. Wattace. No; I never had that type of freight. Our freight 
has come by West Coast Distributors—I mean, coastwise—and they 
have these box containers, but now the railroad ships these box con- 
tainers right to the brewery in San Francisco and they are loaded in 
railroad boxes and shipped right straight through. 

Mr. Barton. Thank you, sir. 

Mr. Watuace. And another thing, we have all heard it here, but 
we have found that they ship those trailers through from Seward to 
Fairbanks for what it would cost us to hire a union driver just to 
drive the truck, and they were hauling those vans back to Seward 
for a very small fee, I don’t know just what it was, but—$1. I was 
ashamed to say it, but I knew it was a dollar. 

Mr. Barton. That is all the questions I have, Senator. 

Senator Bartiterr. Does that conclude your statement, Mr. 
Wallace? 

Mr. Wattace. I think that’s about it. Tom has covered the deal 
quite thoroughly, I think . 

Senator Bartierr. Well, you both have, and both of you have given 
the committee some, shall I say leads, which we will inquire into 
further. Thank you, sir. 

Now we will hear John T. Kelsey. 


STATEMENT OF JOHN T. KELSEY, PARTNER, VALDEZ DOCK C0., 
VALDEZ, ALASKA 


Mr. Kesey. Mr. Chairman, my name is John Kelsey. I am a 
artner in the Valdez Dock Co. and my address is care of the Valdez 
ock Co., Valdez. 

I would like to say a few words in behalf of my company in the 
matter concerning the incorporation of the Alaska Railroad and the 
possibility that it be brought under the control of the Interstate Com- 
merce Commission. I understand that that may not be a step in 
that direction, but I would like to say that I am in favor of it and I 
would like to state our position as the Valdez Dock Co., a private 
enterprise business in Valdez. 

Over the past years we have enjoyed, at various times, considerable 
freight tonnage moving into the interior of Alaska. However, the 
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policies of the Alaska Railroad have been such that it becomes very 
difficult to hold this tonnage, due to the fact that the railroad has 
reduced its rates to a point which makes competition by the trucking 
industry through Valdez virtually impossible on many commodities. 

Because the Alaska Railroad is a Government-owned and -operated 
as well as a -subsidized facility, this is possible—there being no neces- 
sity to make a profit as in the case of its private enterprise competi- 
tion. This being the case, it is a very unhappy situation indeed 
which presents itself to each of us Valdez taxpayers when we make 
our payments to the Internal Revenue and know that a part of each 
dollar which we remit will be used to force us out of business. 

In the case of the Valdez Dock Co., we have made every effort to 
help the trucking industry compete with the Alaska Railroad—to 
the point where we have lost money for the past 3 years. Accord- 
ingly, we wish to advise that between the years 1952 and 1958 we 
reduced our wharfage and handling rates on most commodities from 
7 to 41 percent. Yet during that time we were forced to absorb 
nine pay raises to our longshoremen, amounting to an increase from 
$2.375 an hour straight time on April 1, 1952, to $3.67 an hour straight 
time on June 1, 1958. In addition, we are now faced with another 
increase of 31 cents an hour straight time which was negotiated during 
September of this year. This now brings our straight-time rate to 
$3.98 an hour—in an industry which, by contract, there can be possible 
only 6 straight-time hours in any one day, or a total of only 30 hours 
in any one week. 

We find that because of our increase in costs of operation, as here- 
tofore mentioned, as well as like increases in cost of maintenance that 
we are faced with an inevitable raise in rates, although such a raise 
may very well cause a further reduced tonnage through this port. 

It is interesting to note the trend as shown by the dry cargo ton- 
nages over the past few years which were handled through this port 
and which I quote as follows: 

Tn 1953 we had over 50,000 tons. In 1954 we had over 84,000 tons; 
in 1955 we had over 68,000 tons; in 1956 it dropped to just. over or just 
slightly under 38,000 tons: in 1957 we had over 38,000 tons; in 1958 
we had slightly over 35,000 tons; and in 1959, as of this date, we have 
only 17,180 tons. 

Based on these figures, our experience, as well as a study of the 
problem, we feel that in order to maintain a proper terminal service 
in this port we must have a minimum of 40,000 tons of dry cargo each 

ear. 

We would like to bring out that at this point the fact that the mili- 
tary has stated it considers Valdez and the Richardson Highway as 
important to its transportation needs to the interior. Accordingly, 
if we do not have sufficient tonnage to justify year-round maintenance 
of the Richardson Highway and which will enable us to provide a 
proper terminal, then the military may very possibly be deprived of 
this route to the interior. 

In conclusion, it is our opinion that unless some regulatory body 
is empowered to properly control the Alaska Railroad so that it ecan- 
not adjust rates and discriminate in any way against its competitors 
transportation within our State has little or no future. Therefore, we 
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respectfully request that you exert every effort to make it possible for 
the Interstate Commerce Commission to bring the Alaska Railroad 
under its jurisdiction the same as on other forms of transportation and 
as it does in the other 48 States. 

Senator Barrierr. Mr. Kelsey, would you be good enough to read 
those annual tonnage figures again ? 

Mr. Kersey. I can quote the exact figures if you would like. 

In 1953 we had 50,503 tons. In 1954 we had 84,618 tons. In 1955 
we had 68,314 tons. In 1956 we had 37,998 tons. In 1957 we had 
38,164 tons. In 1958 brings about that period that the other men have 
testified where the railroad reduced their rates and it dropped to 35,189 
tons. Then in 1959 we find ourselves with a total of 17,180 tons as of 
today. 

Senator Barrierr. Mr. Kelsey, there was a very radical drop be- 
tween 1955 and 1956; is that right ? 

Mr. Kexsey. That is correct. 

Senator Bartierr. And you attribute that to a rate decrease on 
the part of the Alaska Railroad, do you? 

Mr. Kexsey. I would say for the most part, yes. 

Senator Bartrierr. Is that a general decease or decreases on specific 
items ? 

Mr. Keusry. Well, there again I am not in a position—I do not 
have the information as to what their reductions in tariffs have been, 
but I am of the impression that they did; yes. 

Senator Barrierr. They did have a general rate decrease ? 

Mr. Kexsry. That is my opinion; yes. 

Senator Bartiterr. How do you account for the radical and dis- 
turbing drop between this year and last ? 

Mr. Ketsry. Well, partly because of the increased effort on the part 
of the railroad and its connec ting carriers in the use of containers and 
their exerting a great deal more effort in the direction of corraling that 
tonnage. I feel that the Interior Department has probably informed 
the Alaska Railroad people that they must place their facility on some- 
what of a paying basis, they no longer have very little surplus that 
they can sell and therefore their rate structure or their rates on their 
commodities probably will have to bring in the necessary funds for 
oper ation. That is my opinion. 

Senator Barrrerr. What do you mean, very little surplus remain- 
ing they can sell. We have heard that once or twice, but the commit- 
tee has had no information on this subject. 

Mr. Kesey. There again we lack figures, but it is common knowl- 
edge or common conversation that in ‘the past few years the Alaska 
Railroad has sold obsolete locomotives and many, many items of 
equipment as surplus, both for, as I understand it, for scrap metals 
and to, let us say, other r: ailroads. 

Senator Barrierr. It is your understanding that these sales have 
brought very considerable money to the Alaska Railroad ? 

Mr. Kersey. It is my understanding it has brought a very con- 
siderable amount. 

Senator Bartierr. What does this surplus consist of insofar as you 
know, in addition to locomotives ? 

Mr. Kersey. Equipment. such as cranes, trucks, railroad steel. I 
understand in the reconditioning of the railroad that they have re- 
placed many of the rails and have sold those for scrap metal. 
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Senator Barrierr. It is our hope, Mr. Kelsey, our expectation and 
our conviction, that when you read these printed hearings we shall 
have some exact information recorded therein on this subject which 
1s new to us in respect to testimony offered, and into which we shall 
inquire further. 

At the outset of your testimony you expressed yourself as being in 
favor of which bill? 

Mr. Kesey. I am in favor, Senator, of any bill which will bring 
the Alaska Railroad under a regulatory body; I would prefer it be the 
ICC because it is the same body that will control and does control the 
trucking interests. 

Senator Barrierr. Did you mention, though, the incorporation of 
the Alaska Railroad ? 

Mr. Kesey. I mentioned it, but perhaps I was wrong in my inter- 
pretation of the incorporation. I talked to the transportation officer 
of the Air Force here not too long ago and he expressed the opinion 
that this incorporation of the Alaska Railroad would possibly be a 
step in the direction of bringing the Alaska Railroad under the con- 
tro! of the Interstate Commerce Commission. 

Senator Barrierr. Just for purposes of information, I should say 
the incorporation of the Alaska Railroad Company, as it is oflicially 
described, is provided for in 8S. 2514. S. 1508 goes specifically to that 
which you have in mind and likewise H.R. 6244, both of which wholly 
or in part provide for the economic regulation of the Alaska Railroad 
under the Interstate Commerce Act, and I shall assume unless you 
contradict me, that S. 1508 and that part of H.R, 6244 dealing with 
this subject, are the provisions that you endorse. 

Mr. Kesey. That is correct. 

Mr. Barron. You mentioned—I believed you told the Senator that 
you had no specific examples of rates which the Alaska Railroad had 

owered. Did I understand you correctly ? 

Mr. Keusry. That is correct. It is difficult for those of us living 
in Valdez to come up with any rates. To start with, they quote a 
through rate, let’s say, from the shipping point, such as Seattle, to 
destination, and we are not allowed to see their division sheet, to see 
what portion involves the water carrier and what portion involves the 
Alaska Railroad. Therefore, it is difficult for me or any of the truck- 
ers to give you the rates upon which the revenue is derived by the 
Alaska Railroad. 

Mr. Barton. Their general traffic manager, of course, could give 
us that information. 

Mr. Ketsey. Yes, but that is not given out to the public. 

Mr. Barton. What waterlines serve your dock, Mr. Kelsey? 

Mr. Krusty. The Alaska Steamship Co., Coastwise Lines, in the 

ast the Alaska Freight Lines has, we have had a few foreign bottoms 
in and we have some contract carriers come, but not on schedule. In 
short, I might say that we handle about, or we take care of all the 
carriers that come to this area of Alaska, providing the cargo is 
so consigned. 

Mr. Barton. Is it possible to get deck space on the American car- 
riers that serve Valdez? 

Mr. Keusry. That’s a loaded question. However, I would like to 
say this, that in my opinion and from talking to trucking interests 
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I would say that although the carriers—water carriers are common 
carriers and are supposed to handle all cargoes which are presented 
to them, that they have the right, which I believe is stated on the 
back of their bill of lading, to limit the cargo to available space. 
Therefore, legally they are probably within their rights to refuse 
cargo to me or anyone else if they can find a reason for not having a 
place for it. 

Mr. Barton. From your answer I assume that they have refused. 

Mr. Keusey. I am under the impression that they have refused it 
on that basis. 

Mr. Barron. You mentioned also, Mr. Kelsey, that the military 
thinks Valdez is very important as a transportation center; is that 
correct ? 

Mr. Ketsry. That is correct. They have made the statement and I 
have read it in the newspapers and I have talked to various Army 
transportation officers and I think all of them without exception have 
expressed their feeling that Valdez is a port of entry into the interior 
of Alaska and is very vital to their needs. 

Mr. Barron. To what extent are they using the port at this time? 

Mr. Ketsry. Very little. The only Army cargo that is handled 
through this port at this time is what little Garrison Fast Freight 
handles, which is a division of Consolidated Freightways. 

Mr. Barron. In other words, the military’s pronouncements and 
their actions are not consistent on this point? 

Mr. Keusry. They take the stand that the routing of their cargo is 
not within their realm, that they present their cargo to the carriers 
and the carriers route it as they set fit. The carriers in the case of 
Garrison Fast Freight have a working arrangement with the Alaska 
Steam. The Alaska Freight Lines had an Army tariff and they han- 
dled at one time a great deal of their Army cargoes through here, 
and in fact they handled all of their Army cargoes through here up 
until the time—I could be wrong on the dates, but I think it was about 
1953, or 1954—where as a result of the Perth Amboy explosions the 
Coast Guard regulations were very stringently enforced and by virtue 
of that they required that any explosives that were handled on any 
terminal must conform to a table of distances which eliminated all 
the existing ports in this area. Therefore, the Alaska Freight Lines 
which hauled the bulk of the ammunitions and explosives for the 
military were forced to move to Seward where there was a suitable 
spot for building a terminal which is far enough away from people 
that had houses, that were living there, and they could therefore con- 
form to the table of distances and they built this terminal primarily 
for the handling of these explosives. At approximately this same 
time the military also changed their method of routing their cargo. 
They formerly had used the port of Seattle as a central depot and 
they routed their cargo from the central depot to the various military 
installations in Alaska, but at that time they changed their central 
depot from Seattle to Fort Richardson. Therefore, all the cargoes 
then went to Fort Richardson and were redispatched to the various 
military installations. Therefore, when Alaska Freight Lines had a 
terminal in Seward and very shortly thereafter they also built a termi- 
nal in Anchorage, and by nature of the fact that the bulk of the 
cargo—military cargo 1 am speaking of—went to Anchorage and 
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then of course they made a concerted effort to consign all their cargoes 
to that area. 

Mr. Barron. To Fort Richardson ? 

Mr. Keiser. Yes. Well, to the Anchorage area and then dis- 
patched it from there. Even though, in the case of their commer- 
cial cargoes it was more possibly from a transportation point of 
view to deliver say, from Anchorage on up to Fairbanks, but because 
of the fact that the bulk of the cargo which was the military, must 
go to Fort Richardson, they of course routed their barges accordingly. 

Mr. Barton. Mr. Kelsey, do you have any other comments on mat- 
ters concerning the transportation situate at Valdez that should be 
corrected ? 

Mr. Kersey. I only have this, to say that I am 100 percent in favor 
of placing all transporation in Alaska under a regulatory body, and 
as I understand it, the ICC Board is well qualified, and I am 100 per- 
cent in favor of all forms of transportation coming within their 
jurisdiction. 

Mr. Barton. There has been another suggestion made that there 
be a joint board set up to handle transportation from the United 
States to Alaska and to Hawaii or between those points. If this 
bill did not pass would some form of regulation by a joint board meet 
with your approval? 

Mr. Ketssy. Very definitely. I feel that that is a compromise 
plan, probably the only one that could pass, and I—as a matter of 
fact, the Valdez Dock Co. is presently under the Maritime Board 
and we must submit our tariffs to them. Likewise, the water car- 
riers, and I can understand their jealousy so far as losing the control 
of that and I would imagine that things being as they are that a com- 
— plan such as you outline is the only answer. I would very 

efinitely be for such a bill in the event that the ICC did not take 
over the entire operation. 

Mr. Barton. Thank you, Mr. Kelsey. 

Senator Bartierr. Mr. Kelsey, does any company or individual 
other than the Valdez Dock Co. have a dock here? 

Mr. Ketsry. No. 

Senator Bartterr. How long have you lived in Valdez, Mr. Kelsey? 

Mr. Kexsty. I was born here. I should answer that 39 years. 

Senator Barrierr. You mentioned that foreign bottoms occasion- 
ally put into port. What flags? 

Mr. Keusry. In the case of one, the Greek flag, I believe. In an- 
other case we had a bottom in here under the Norwegian flag, I 
believe. They were here to bring pipe that was used for the military 
pipeline which presently goes from Haines into the Fairbanks area. 

enator Bartierr. Was that pipe manufactured abroad ? 

Mr. Kersey. Yes. 

Senator Bartierr. For the Army pipeline at Haines? 

Mr. Kesey. Yes. I understand that part of it was picked up in 
England. 

enator Bartietr. Mr. Kelsey, have any Canadian water carriers 
put into Valdez since Alaska became a State? As you know, section 
27 of the Merchant Marine Act of 1927—of 1920—or at least the objec- 
tionable language therein was kicked out the window when statehood 
became a law and there is now a legal right for American and Canadian 
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rail extension of through service to Alaska ports of call and has that 
been used here at all ? 
Mr. Kesey. No, we have had no Canadian vessels in this port. 
Senator Barrterr. Thank you, Mr. Kelsey. Now we will hear 
from Jack Devault. 


STATEMENT OF JACK DEVAULT, OF VALDEZ, ALASKA 


Mr. Devautt. My name is Jack Devault, of Valdez, Alaska. You 
might say I am here as a taxpayer doing a little squawking. I used 
to be one of the biggest truckers in Valdez. I employed up to 25 
trucks, therefore, quite a few men, and I started here about 10 years 
ago, and I quit 2 years ago. I contend that the Alaska Railroad put 
me out of business. When I first started freighting here a lot of the 
rates were low, and we always made a little money and then year after 
year the railroad would drop a rate and then the railroad would drop a 
rate and we would drop another rate until it finally got the the point 
2 years ago I saw the handwriting on the wall and before I went broke 
I got out of the trucking business. So, I guess I don’t like to pay my 
taxes and have someone put me out of business. 

Senator Bartierr. Did the Alaska Railroad rates decrease at the 
time business—at the time you ran into trouble in your trucking 
operation ? 

Mr. Devautr. I have found that the Alaska Railroad rates have been 
going down for the last 5 or 6 years. 

Senator Barrierr. How do you account for this, if you can account 
for it, in the time when the cost of everything is going up? 

Mr. Devautr. That’s what I can’t account for. 

Senator Bartierr. Well, let me ask you this, Mr. Devault. Do you 
think that rates were lowered in a deliberate effort to drive truckers 
out of business ? 

Mr. Devautr. Yes, I do. I would have to go through my books to 
prove that, but I will give you one instance. I had a haul of a half 
a million feet of lumber. I made a deal with Peter Kiewit Sons to 
haul it to Fort Greeley. That is through the port of Valdez. I of- 
fered to haul it for $21 a ton from here to there. Well, Wayne Kellogg, 
he is the superintendent of Peter Kiewit, he says “I'll see what the 
railroad will haul it for,” so he goes to them and they offered to haul 
it from Seward to Eielson for $9 a ton and then they would pay me 
$10 a ton to backhaul it from Eielson to Big Delta, which is several 
hundred miles farther. It is only 260 miles from here to Big Delta, 
and they hauled it several hundred miles farther for $9. 

Mr. Barton. Let’s see if I understand that. Now you offered $21 
per ton to Fort Greeley. Is Fort Greeley near Big Delta? 

Mr. Devautt. Fort Greeley is at Big Delta. It is 264 miles from 
here. 

Mr. Barton. What rate did the railroad provide? 

Mr. Devavtr. A rate of $9 a ton from Seward clear through Fair- 
banks and back to Eielson. 

Mr. Barton. From Seward to Eielson, the Air Force Base? 

Mr. Devautt. That’s correct. 

Mr. Barron. And then you got $10 per ton to haul it—— 

Mr. Devavrr. And then I got $10 a ton to backhaul it from Eielson 
to Fort Greeley. 
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Senator Bartierr. Well, do you know what the Alaska Railroad’s 
ordinary rate on lumber from Seward to Fairbanks would be at 
that time? 

Mr. Devautr. At that time I believe their ordinary rate was around 
ome thousand to Fairbanks. Eielson is 26 miles this side of Fair- 

anks. 

Senator Bartierr. Do you state for the committee, Mr. Devault, 
that the Alaska Railroad made a general rate reduction or reduced on 
specific items on specific occasions to the disadvantage of the truckers? 

Mr. Dryautr. I have no proof of that, but I have had several other 
contracts like that. I mean, I would get a contract for 3,000 or 4,000 
tons of steel, which I would offer to haul up there for maybe $29 a 
ton, then immediately I would get a call from the superintendent or 
Peter Kiewit and say, “Well, I got it hauled for $19 a ton.” That 
happened. 

Senator Bartterr You don’t represent then that there was a general 
cut in freight rates, but on the contrary, a specific cut or cuts aimed 
directly at the economic well-being of those engaged in the trucking 
industry ? 

Mr. Devautt. I have no proof of it, but that’s the way it happened. 
I mean, I would get a contract and immediately they would call me 
and say, “Well, here, we are getting it hauled cheaper.” 

Senator Bartierr. What is your belief, without being able to offer 
any proof ? 

Mr. Devautt. My belief is that when they find there is tonnage of 
certain items that they could handle real cheap or easy, why they 
wouldn’t go by the rates at all. They would just drop it and take it. 

Senator Bartierr. Mr. Barton ? 

Mr. Barton, Do you haul general commodities ? 

Mr. Devautt. I do not haul general commodities. I will only haul 
contractor freight. 

Mr. Barron. When you say “contractor freight,” what do you 
mean? 

Mr. Devavtt. I mean for all the big contractors. 

Mr. Barton. The Alaska Railroad, as you pointed out, would choose 
specific items on which would be offered specific reductions. In other 
words, the $19 rate compared to the $21 rate that you had, thereby 
getting the business away from you. 

Mr. Devau.t. That is correct. 

Mr, Barton. Do you have any other instances that you recall like 
this lumber case ? 

Mr. Devavcrr. Oh, no; it has been so long ago. If I could go 
through the books I might be able to dig up some. 

Mr. Barron. I wish you would. 

Senator Barrierr. Any further questions? 

Thank you, Mr. Devault. Our next witness is Robert Ditman. 


STATEMENT OF ROBERT DITMAN, OF VALDEZ, ALASKA 


Mr. Drrman. My name is Bob Ditman. I reside in Valdez. 

I have here a document that was offered to the trucking company 
that I represent, and when I say offered that is putting it mildly, but 
it was presented to them, however, in 1958. 
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Senator Bartrietr. What is that trucking company ? 

Mr. Dirman. Weaver Bros. I am not going to attempt to read this 
in its entirety. I will, however, offer it to the committee as an exhibit. 

It starts out: 


JAMES BuRKE & Co., 
Division of Weaver Bros., 
Terminal Yards, Anchorage, Alaska. 


GENTLEMEN: Enclosed herewith is a contract to be executed by all motor 
carriers regularly using the Alaska Railroad substituted freight service and who 
desire to continue such participation with the minimum of 80 percent of their 
traffic. 

The substitute freight service is available as a part of a through haul wherein 
the Alaska Railroad performs a service of haul only and considers its charge 
only as a division or portion of the motor carrier’s rate. 

In order for the Alaska Railroad to be able to provide a good service, it has 
invested considerable moneys into this specialized service to build and convert 
freight cars, to build ramps, to furnish cranes and heavy lift gear. 

The enclosed contract is for those carriers who plan to use this special service 
for the major portion of their traffic on a year-round basis. It is requested that 
the carriers desirous and able to qualify for the service and rates set forth in 
division sheet 1—C, or reissues, and the contract enclosed, please sign eight copies 
and return to the undersigned. After contracts are completed here, a copy will 
be returned. Contracts signed prior to February 1, 1958, will assure continued 
participation. 

Enclosed also is a copy of tariff supplement providing rates for movements 
of trailers and vans not transported in substituted service. 

Very truly yours, 
E. J. Kunz, 
General Trafic Manager. 


(The document mentioned is as follows :) 


DEPARTMENT OF THE INTERIOR 
THE ALASKA RAILROAD 


Anchorage, Alaska 
Participating carriers: 

The provisions of the division sheet 1—C for substituted freight service fails 
to set forth a liability clause governing motor carrier trailers when transported 
via Alaska Railroad substituted service. 

The following items are to be incorporated into the division sheet at the 
earliest opportunity. These provisions follow standard practices of other rail- 
roads and appear to meet our needs: 


30. INDEMNITY OF RATLROAD BY MOTOR CARRIERS 


Motor carrier releases and agrees to indemnify the railroad and hold it harm- 
less from loss, damage, liability, cost or expense suffered or incurred by rail- 
road arising out of unlawful, unreasonable, irresponsible or negligent acts of 
employees or agents of motor carrier or from defective equipment used by motor 
carrier; from concealed loss or damage to any of such property when the cause 
thereof is unkown and cannot be determined; from claims arising out of loss 
or damage to trailers or contents caused by act or default of any persons other 
than railroad, its agents or employees; from claims arising out of delay to 
trailers or contents; from any loss in excess of limits set out in item 32. 


81, LIABILITY FOR JOINT NEGLIGENCE 


In the event that any loss, damage, liability, cost or expense is suffered or in- 
curred by motor carrier or railroad caused by or resulting in any manner from 
the joint or concurring negligence of both motor carrier and railroad, or their 
respective employees or agents, one-half of such loss, damage, liability and ex- 
pense shall be borne by motor carrier and one-half by railroad. 
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32. LIMITS OF RAILROAD LIABILITY 


The railroad’s liability under the provisions of this division sheet for the 
contents of any one trailer shall be limited to an aggregate of $40,000, except 
in the case of household goods, personal effects, and emigrants’ movables on 
which the railroad’s liability shall be 10 cents per pound based on weight of con- 
tents of trailer van. 

E. J. Kunz, General Traffic Manager. 





JOINT TRAFFIC AGREEMENT BETWEEN UNITED STATES DEPARTMENT OF THE IN- 
TERIOR, THE ALASKA RAILROAD, AND JAMES BuRKE & Co., DIVISION OF WEAVER 
Bros., Inc. (Motor CARRIER) 


This contract is entered into under authority of act of March 12, 1914 (48 
U.S.C. 301-308). 

This agreement, made this 3lst day of January, between the United States, 
acting through the Alaska Railroad, U.S. Department of the Interior, herein- 
after called the railroad and James Burke & Co., Division of Weaver Bros., Inc., 
hereinafter called the motor carrier, witnesseth. 

Whereas the motor carrier is engaged in transporting freight between points 
in Alaska normally served by the Alaska Railroad, and 

Whereas it is the desire of the motor carrier to substitute highway service 
with rail service between points on the Alaska Railroad on regular year-round 
basis, and 

Whereas commitments under this agreement on the part of the motor carrier 
shall be for periods of 1 year and may be continued under the terms hereof for 
a total length of time not to exceed 5 years, and 

Whereas the commitment on the part of the motor carrier shall constitute a 
regular use of “substituted freight service’, and 

Whereas the definition of “railbelt traffic’ shall mean all intercommunity 
traffic destined to points served by the railroad wherein such traffic can be 
routed in such a manner as to allow utilization of aforesaid substituted freight 
service whether such traffic be intra-Alaska or freight received from or de- 
livered to vessels, provided that freight discharged from water carriers and 
destined for delivery within 50 miles of point of said discharge from the water 
carrier shall not be considered “railbelt traffic’ for purposes of computing per- 
centages required by article 5. 

Whereas in order for the railroad to plan in advance, to convert necessary 
equipment, and to build facilities to handle the traffic load during the heavy 
winter period, no agreements will be entered into between the months of Jan- 
uary and June, and 

Whereas the railroad desirs to make available the substituted freight service 
to such regular users for its benefit, the benefit of the motor carrier, and the 
benefit of the territory: Now, therefore, in consideration of mutual promises 
contained herein, the parties hereby mutually agree as follows: 

Article 1. The railroad agrees to make available its regularly scheduled train 
service for the transportation of trailers and vans of the motor carrier and to 
connect with vessels where appropriate railroad dock facilities exist for the 
interchange of through trailers and vans. 

Article 2. The railroad agrees to furnish suitable cars for transporting said 
trailers and vans and provide free use of loading and unloading ramps. 

Article 38. The motor carrier agrees to offer 80 percent of its total railbelt 
traffic on a regular weekly basis for a period of a year from the date of this 
agreement, said 80 percent to be computed on the basis of increments of one 
week. In the event the motor carrier breaches this contract by failing to offer 
80 percent of its said railbelt traffic, prior to the expiration of 12 months from 
date of agreement for any reason whatsoever, the railroad may recompute the 
charges per article 5 and collect the differences from the motor carrier as liq- 
uidated damages, provided that the conditions of this article will be suspended 
during any period where normal services of the railroad are interrupted and 
train service is not available, and provided further that in the event the motor 
carrier discontinues operation as a motor carrier in Alaska said charges will not 
be assessed. 
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Article 4. The rules and divisions set forth in the railroad’s substituted 
freight service division sheet 1-—C, and supplements thereto will apply on all 
substituted freight service furnished under this agreement. 

Article 5. Failure of motor carrier to furnish the percentage of traffic herein 
specified will constitute the right of the railroad to recompute its charges for the 
complete current yearly period on the basis of published tariff rates, except as 
provided in article 3. 

Article 6. If it appears that the terms of this agreement are not being com- 
plied with, the motor carrier, upon the request of the railroad, agrees to furnish 
a certified statement that he is currently offering the railroad, and did offer 
during the period in question, the minimum required percentage of traffic as 
aforesaid. 

Article 7. Failure of the motor carrier or the railroad, 30 days immediately 
preceding the anniversary date of this agreement, to give notice of intent to 
terminate said agreement shall constitute mutual agreement to continue said 
contract for an additional year not to exceed a total period of 5 years. 

Article 8. This writing constitutes the entire agreement between the parties 
hereto and any modification thereof will not be valid unless authorized in writ- 
ing by the railroad contracting officer and is agreed to by all participating motor 
earriers with like contracts. 

In witness whereof, the parties hereto have executed this agreement the day 
and year first above written. 

THE UNITED STATES OF AMERICA, 
THE ALASKA RAILROAD 


DBS) & aiken eache cae icdtanlatie cee extaeed 
Contracting Officer 
(CONTRACTOR) 
TOD . caniciasmedtcecnieaacicmsd ieaveeataelntaaieredigianea ae 
Ty earners a a ae 


Approved: 


General Manager, the Alaska Railroad. 


Senator Bartierr. Mr. Ditman, not long before I left Washington 
I wrote a letter to the Federal Aviation Agency requesting certain 
information. I had in return a very high-spirited letter filled with 
technical terminology. It was fine, except I didn’t know what he 
said, and I am not too sure what this involves. I wonder if you could 
interpret this for us. 

Mr. Dirrman. I will, gladly. I intended to. What that letter means 
is that the railroad offers what they call a piggy-back rate. In other 
words, a van with, say, 20 tons of cargo in it if you ship with them the 
year around, they offer you a certain rate. Whereas, 20 tons of cargo 
when you don’t have the piggy-back rate, carries another rate. So 
the highway being closed to truckers during the breakup period, there 
is approximately a month when we can’t run, so if you don’t take this 
service here on a 12-month basis they won’t accept your trailer during 
A breakup period when you can’t haul it yourself. Does that explain 
it 

Mr. Barton. That is 80 percent of your business the contract calls 
for—80 percent of your business to the railroad. 

Mr. Dirman. The article that is pertinent to that states the motor 
carrier agrees to ofter 80 percent of his total railbelt traffic on a regular 
weekly basis for a period of a year from this agreement. 

So what it all boils down to, that if the trucking company did not 
offer 80 percent of their freight the year around to the railroad that 
during the breakup month when the trucks couldn’t haul it they 
would not accept it. 
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Senator Barrierr. Under any circumstances, conditions, or for 
whatever rate? 

Mr. Ditman. No. They would accept it only on the carload rate, 
which is over double what the piggy-back rate is. 

Senator Bartierr. Over double. 

Mr. Drrman. And there is nothing secretive about that. It is in 
their tariff. 

Mr. Barton. Did you sign this agreement ? 

Mr. Dirman. No, we did not. 

Mr. Barton. What has the railroad subsequently done? 

Mr. Dirman. Well, I don’t know what they have done. They 
haven’t, I imagine, backed away from this. It has the earmarks of 
being unconstitutional there. 

Senator Barrierr. When was that letter dated ? 

Mr. Drrman. This was January 13, 1958. 

Senator Bartietr. Did you ever hear how many of the trucking 
firms actually did sign it? 

Mr. Dirman. I don’t know as any other trucking firm ever re- 
ceived this. The other two trucking companies of any size operating 
out of Anchorage were already on the rail and Weaver Bros. was not. 
It was apparently an act pointed deliberately at them. It is not a 
circular to all trucking companies. It states “James Burke, Weaver 
Bros.” I have heard that they withdrew it and I can understand 
why, but at least by withdrawing it it shows 

Senator Bartietr. They didn’t withdraw it completely. At least, 
you got hold of a copy of it. 

Do you feel that the Alaska Railroad in other areas has sought to 
cripple or drive out of business the truckers? 

fr. Drrman. Yes, I do. 

Senator Barrierr. Would you give your reasons for so believing? 

Mr. Drrman. Well, that is about the best reason I can think of 
right there. If the trucking company was to ship 80 percent of his 
cargo 12 months of the year by rail he would no longer be a trucking 
company, just a glorified freight forwarder. 

Senator Barrietrt. How do you feel about their rates being fash- 
ioned so as to do hurt to the truckers operating from here to Fair- 
banks? 

Mr. Dirman. I think they are very well fashioned and nobody will 
ever know, but the railroad “kremlin” themselves just what is going 
on. I don’t think that the way they combine their rates and con- 
struct their tariffs, with through tariffs, that I don’t think anybody 
will ever know exactly how much money is taken away just for the 
rail portion. 

Senator Barrierr. Mr. Barton? 

Mr. Barron. No further questions, Senator. 

Senator Barrierr. Thank you, Mr. Ditman. We'll explore that 
subject further. Our witness now is Prof, Ed Nickerman who teaches 
in the Valdez schools. 


STATEMENT OF ED NICKERMAN, PROFESSOR, VALDEZ, ALASKA 





Mr. Nickerman. My name is Ed Nickerman and I am a teacher 
in Valdez, which is probably why I am here. The main reason that 
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I am here is that it may sound like old business to some of the people, 
but I think that many people should know a little bit more about 
this. We here in Valdez would like to see, at least I would, Maritime 
regulating shipping. I have two bills here in my pocket that are 
very fresh—the first one is a bill on 600 pounds of goods which were 
shipped direct to Valdez. This has a freight rate of $56 and some- 
thing cents on it. The second one I have is a rate which would have 

one to Copper Center 100 miles inland and this rate would be about 
Si. I think that you should know something about this before you 
leave here as I think it is not fair. Something should be done about 
it, so I am trying to tell you people about it. J understand that some 
of this is necessary due to the local tariff rate. I can see part of this, 
but I don’t see five times this. It seems to me that they are just 
penalizing a Valdez citizen and would have them move out of town 
100 miles or 80 miles away to get away from Valdez rates. 

It would actually pay anyone here to haul in on Federal Maritime 
regulations, and pay one of the local trucking companies to take it 
up to Copper Center and bring it back. You would make $15 on 
the haul. I think this should be brought to the committee’s 
attention. 

Senator Bartierr. The rates you quoted were for the same com- 
modity or commodities? 

Mr. Nickerman. Absolutely the same. 

Senator Bartietr. The same amount? 

Mr. NickerMAN. The same amount. 

Senator Barrierr. What chance would you have if you are adept, 
fast, to snatch that freight right at the dock here before it went on 
up to Copper Center? 

r. NicKERMAN. Well, this is what is usually tried. 

Senator Bartrierr. Unsuccessfully, I am sure. 

Mr. NickerMAN. In some cases—in most cases. 

Senator Bartierr. How long have you lived here? 

Mr. NickerMaANn. I have been here for a number of years, since 
1951, but I have been going out to school and coming back here in 
the wintertime. 

Senator Bartiterr. What are you teaching, Mr. Nickerman? 

Mr. NickerMAN. Biology. 

Senator Bartierr. Do you know anything about the game in the 
proposed Arctic Wildlife Range in your capacity as a biologist? 

Mr. Nicxerman. Yes, I think I know something about this. Do 
you mean as far as the game that is up there? 

Senator Bartuerr. Yes. 

Mr. NickerMAN. Well, I don’t know too much about it. I am 
right now more interested in this other part of it, but I hate to con- 
tradict some of the other people here. 

Senator Barrierr. I didn’t want to pursue that subject at all. I 
actually don’t know why I brought it up. Because you said you 
were a biologist, I guess. 

But, you did see part of the reason for this freight differential and 
what is that? 

Mr. NickerMAn. Well, the way I see it, some of this is necessary 
due to the fact that if the goods are consigned directly to the steam- 
ship company then they in turn have to take care of some of the 
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insurance and handling. But if it is consigned to one of the trucking 
firms here in town then they in turn are responsible for part of it 
and therefore they think these charges should be somwhat higher 
in case they are held responsible. I don’t think that a differential] 
of five times is anywhere near fair. 

Senator Barrierr. We had some testimony at Ketchikan to the 
effect that shipment of goods which was enumerated by kinds and by 
weight cost, I think, something on the order of five times more landed 
at Ketchikan than at Anchorage and 

Mr. Nickerman. This sounds like my experience. 

Senator Barrierr. Mr. Barton, I guess we had better get into the 
expert questioning on this right away and leave me behind here. 

Mr. Barron. Can you give us the commodity and the points of 
origin and the destination on these items you mentioned ? 

Mr. Nickerman. Yes. This is one, and here is a copy of the other. 
This is the figuring of the weight basis here at $11 and some cents. 

Mr. Barton. And what is the commodity ? 

Mr. Nickerman. This is a bunch of rugs and things of that nature. 

Senator Bartietr. Do you have any further questions ? 

Mr. Barton. No; no further questions. 

Senator Bartierr. Thank you, Mr. Nickerman. I assure you that 
although this perhaps isn’t a matter for a legislative body, but instead 
is one for a regulatory body, we shall pursue an inquiry with the hope 
of being able to obtain information which will be helpful and to do 
something to get things a little bit more on the basis of parity. Now 
we will hear from Lawrence St. Amand, Box 146, Valdez, Alaska. 





STATEMENT OF LAWRENCE ST. AMAND, OF VALDEZ, ALASKA 


Mr. St. Amanp. My name is Lawrence St. Amand, Box 146, Valdez, 
Alaska. I have lived in Valdez for 9 years. I used to be a truckdriver 
until I took over Governor Egan’s store here. The railroad has got 
things so fouled up that I am about ready to give up as there aren't 
any customers left in town. That’s just how tough it is with me. 
None of these other fellows mentioned the fact that the railroad put 
ads in the papers where they said they would deliver door to door for 
a certain rate. You can look back through the papers and see those 
ads if you want to. I don’t think they put them in any more, do they? 
They have quit it now, but they covered that railroad situation pretty 
good, as far as I know. 

Senator Bartiterr. How many grocery stores are there here? 

Mr. Sr. Amanp. Three. 

Senator Barrierr. How long have you been in the grocery business? 

Mr. St. Amanp. Just about 3 years. 

Senator Bartierr. Business is dwindling? 

Mr. Sr. Amano. It is terrible, yes. 

Senator Bartierr. Because of the continued loss of population ? 

Mr. St. Amanp. People moving out of town, yes. 

Senator Bartiterr. Why are they moving out of town? Is it because 
less freight is being moved through Valdez? 

Mr. Sr. Amanp. They can’t find any work. The only other work 
here right now is the Standard Oil and the ACS and the BPR. That 
doesn’t employ very many people. 
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Senator Bartierr. For the record will you tell us about those initials 
and give the titles of the agencies ? 

Mr. Str. Amanp. The ACS is the Alaska Communication System 
and the BPR is the Bureau of Public Roads. 

The BPR used to be the Alaska Road Commission. 

Mr. Barton. No questions, Senator. 

Senator Bartrietr. On a personal basis, I am happy to report to 
you that I saw your father just the other day and he is in fine health 
and spirits. 

Mr. St. Amanp. Thank you. 

Senator Bartterr. Is there anyone here who desires to offer testi- 
mony on S. 2702, which is the bill mentioned previously, to convey to 
the State of Alaska from the Bureau of Public Roads title to certain 
lots in Valdez which—on which housing was previously constructed 
that is now intended to be used by the State of Alaska for the care of 
the mentally ill. I take it that no voluminous testimony is required 
in this connection, but we would like to hear from someone in the city 
as to the attitude toward this proposed institution in Valdez. 

I now place the bill, S. 2702, in the record. 


[S. 2702, 86st Cong., 1st sess.] 
A BILL To provide for the conveyance of certain lands of the State of Alaska 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commissioner of Public Roads is 
authorized and directed to convey, by quitclaim deed and without consideration, 
to the State of Alaska, all right, title, and interest of the United States in and to 
lots 1 to 25, inclusive, block 100, townsite of Valdez, in the Valdez recording 
precinct, State of Alaska, and any buildings and improvements thereon. 


Senator Bartierr. George, you have a statement on S. 2702. 


STATEMENT OF GEORGE GILSON, OF VALDEZ, ALASKA 


Mr. Gitson. My name is George Gilson of Valdez, Alaska. I men- 
tioned earlier in my testimony that in the cessation of freight 
traveling through here we are looking to other ways to keep alive. 
I mentioned tourism and I mentioned the fishing business. I neg- 
lected to mention that in 1949 and 1950 there was considerable road 
construction here in this area. The FHA insured a loan for Harbor- 
view or Bradyville, as it is locally known, on a 48-unit housing devel- 
opment in Valdez. With the dwindling of the population that hous- 
ing development was in trouble and the FHA offered it for sale. A 
group of 10 local people bought the 48-unit apartments. The think- 
ing of the 10 people was that we wanted local people to have control 
of the property and see if we couldn’t generate something that would 
add to our economy. The idea was brought forth that the State 
needed mental health facilities in Alaska. You gentlemen have seen 
the hospital that was built here in happier times when we thought we 
could afford it. It is now not inuse. We have a fine hospital to offer 
plus this 48-unit apartment, and the combination of the two would 
make an excellent mental health center at relatively little cost to the 
State. So, we have been endeavoring to promote the State's use of 
this combination hospital and 48-unit development. We have been 
successful in that the last legislature voted, practically unanimously, 
to accept our offer of these facilities and make a mental health facility 
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at Valdez. The only thing holding this up is the question of the title 
to the lands involved. I think there is practically unanimous agree- 
ment in the community that we need this facility and it will help our 
sagging economy, and perhaps more important we will be able to 
afford a doctor. Right now we have no doctor in Valdez. The hos- 
pital is not being used so all of us who have medical problems must 
travel to Glennallen and consult the doctor there 100 miles away. 

A lot of the popular feeling about this mental health facility here 
is a means of insuring medical care for a community that can’t afford 
it without this mental health facility. This bill is necessary in order 
for the State to go ahead and implement the program. 

Senator, have I said what you wanted me to say on that ? 

Senator Bartitert. Yes. Who introduced that bill? 

Mr. Gitson. Probably Senator Bartlett. 

Senator Bartierr. Yes; you said what I wanted you to say. 

The bill provides that the conveyance will be all right, title and in- 
terest to the United States in and to lots 1 to 25, inclusive, block 100, 
townsite of Valdez. Now, we have here dated today a memorandum 
statement from Mr. R. W. Kendall, business manager, clerk, treas- 
urer and assessor of Valdez stating the valuation of the real property 
in this transaction to be $16,236. The valuation of the improvements 
$374,482, a total assessed valuation, as of January 1, 1958, of $390,718. 

Just to make the record clear Mr. Gilson, will you inform the com- 
mittee again if the improvements valued at $374,482 are now the 
property of the U.S. Government? 

r. Gitson. No, sir. They are the property of Harborview Corp. 
who have offered it to the State government and the State hasn’t con- 
cluded the transaction until the title to the land is cleared up. 

Senator Bartierr. And the land itself is worth slightly more than 
$16,000, is that right? 

Mr. Gitson. Yes, sir; that is the figure. 

Senator Barrierr. How is it, and I never have been informed prop- 
erly about this, that there is a doubt about the title. How did the 
FHA ever insure the buildings with the title not being clear ? 

Mr. Gitson. At no time was the title in question as the FHA insured 
the improvements on the basis of a 75-year lease. 

Senator Bartrierr. From whom ? 

Mr. Gitson, The Alaska Road Commission entered into an agree- 
ment for the Government with the Arco Corp. who built the improve- 
ments on the property. 

Senator Bartierr. It has been Federal land throughout then, 
subject to this lease provision ? 

Mr. Gitson. No, sir. The city owned the property and they deeded 
it over to the Alaska Road Commission at that time for the Govern- 
ment. 

Senator Bartierr. At the time of the construction of the Harbor- 
view project ? 

Mr. Gitson. Yes, sir. 

Senator Bartierr. So if S. 2702 were to be enacted into law it 
would not have to do with the circumstance where the Federal Gov- 
ernment was giving to the State of Alaska property which it had long 
held, but on the contrary, this property had been deeded over by the 
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city for a =e housing project in the very recent past? Is that a 
statement of fact ? 

Mr. Gitson. Yes, sir. That isas I understand it. 

Senator Bartierr. Why did the city have to deed it over to the 
Alaska Road Commission ; was it so some Federal housing loans could 
be made? I persist in this because these questions are going to be 
asked. Bills of this character are extremely hard to put through 
Congress for a very special reason. 

Mr. Gitson. Senator, at that time the city owned this unimproved 
property. It had been a municipal — and there was no longer 
any need for a municipal airport. The city owned the property. 
This building group came to us and said that if we would deed the 
land to the Alaska Road Commission they would enter into a contract 
with the Alaska Road Commission to build this 48-unit development. 
In fact, I was on the council at the time. It seemed to us like the 
thing to do to get housing, which was badly needed at that time, so we 
willingly deeded this empty airstrip over to the Alaska Road Commis- 
sion in order that they in turn would provide 48 units of housing. 

Senator Barriterr. Why did the Alaska Road Commission get 
mixed up in this at all? 

Mr. Gutson. Well, the building people had to, in order to justify an 
FHA loan to building people, had to have some assurance that the 
dwelling was economically feasible. 

Senator Barrierr. Why wouldn’t the builders simply get a lease 
from the city of the land ? 

Mr. Gitson. The builders wanted to have the arrangement in the 
nature of a contract with the Alaska Road Commission. 

Senator Barrierr. The Alaska Road Commission employees were 
to have first choice of the housing ? 

Mr. Girson. Yes, sir. It was an arrangement of the nature. The 
FHA wouldn’t proceed unless the builder had assurance of the use 
of the housing. The builder then went to the Alaska Road Commis- 
sion and they assured him that they would utilize the housing. They 
wanted it in the form of a contract, so we had to deed the land over 
to en Road Commission to make the deal go, as we under- 
stood it. 

Senator Bartrierr. The Alaska Road Commission, as well as the 
builder, wanted this land as a prerequisite ? 

Mr. Giison. Well, it was felt that the Alaska Road Commission 
should have a lease on this or own the land so they could enter into 
a lease arrangement—a 75-year lease arrangement—with the builder. 

Senator Bartierr. When was this? 

Mr. Gitson. 1950 and 1951. 

Senator Bartierr. What is the arrangement for the State to acquire 
the 48 units. Has the State legislature passed a bill for the purchase 
of those units? 

Mr. Giison. Yes, sir. The State legislature authorized an expendi- 
ture not to exceed $150,000 for the purchase of the units. Since that 
time the price has been negotiated downward to $90,000. 

Senator Bartietr. And those improvements have a value, as stated 
by Mr. Kendall, of $374,000 as of now? 

Mr. Guson. Yes, sir; that is correct. 

51709—61——20 
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Senator Bartierr. One further line of questioning, if you will per- 
mee] Mr. Gilson, because it may come up in view of what you have 
sal 

You stated, as I recall, that it was virtually a unanimous opinion 
here that the facility should be operated for the care of the mentally 
ill as it would be helpful to the economy of the community and also, 
thereby, a doctor would come to Valdez. I understand that you now 
have no doctor and, too, the hospital would be activated. Now, this 
won’t satisfy some peo yle. They would say that those who are men- 
tally ill ought not to put in a particular location for any such 
reasons at all, that they should go to a community where services can 
best be provided and where medical skills are present. Would you 
care to comment on that ? 

Mr. Gitson. My statement as to the two reasons why we were eager 
to see the mental health facility here were from the point of view of 
those living in Valdez. I feel that from a financial point of view the 
State is getting a real bargain and, for example, they propose to take 
care of 165 patients in Valdez. They would acquire facilities to care 
for 165 people in Valdez at a cost of $90,000 plus the estimated cost of 
a quarter of a million, but at any rate they would be in business in 
Valdez for the care of 165 mentally ill patients for less than a half a 
million dollars. 

In Anchorage, for example, they propose to spend $614 million to 
take care of the other group, a little larger in number than the 165 
contemplated here, so from a financial point of view it is a good deal 
for the State. 

Senator Bartierr. Well, it is a fact, is it not, Mr. Gilson, that the 
State proposes to bring to Valdez not those who require care in a hos- 
pital especially designed for this purpose, but rather those who prob- 
ably cannot be aided by psychiatric or allied treatments, but who 
nevertheless must be kept in an institution of one kind or another? 
You believe that there is no purpose whatsoever in putting these peo- 
ple in a hospital where the care would be so expensive when actually 
all that is needed is an adequate place of lodgment for them, with good 
surroundings and with proper care. Is that a statement "of fact ? 

Mr. Giuson. Yes, sir, that is quite correct, and I think you have an- 
swered the question better than I. 

Senator Barrierr. And you feel that the housing project here 
would serve adequately for that purpose ? 

Mr. Girson. It is my feeling, without any expert knowledge, but 
my feeling as a layman that it would be very adequate for the purpose 
intended. 

Senator Barrierr. I suppose you state that partly because it is your 
knowledge and mine, the know ledge of all Alaskans who have inquired 
into this situation. We know that at Morningside Hospital in Port- 
land where Alaska’s mentally ill have been kept since near the start 
of the century, there are many such persons who are in that hospi- 
tal when there is no pressing need for hospital care. They are there 
simply because there is nowhere else to take them, that somewhere else 
would be provided by the Valdez facility. 

Mr. Gitson. Yes, sir, that is correct. 

Senator Barrierr. Could you give us, Mr. Gilson, if your memory 
can serve you this well, and I wouldn’t blame you if it couldn’t, the 
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approximate value of the land at the time it was deeded by the city to 
the Alaska Road Commission ? 

Mr. Gitson. I can’t answer that question because it was unimproved 
vacant property. If you could put a value on an airstrip that would 
be it. 

Senator Barrierr. Then may I request this? In consultation with 
Mr. Kendall, perhaps others, you might be able to put a value on it 
because, even 1f it were an airstrip, I suppose it would have a money 
value attached if it were going to be subdivided, for example, and sup- 
ply that information to the committee within the next month perhaps, 

y sending it to Mr. Barton for the committee in Washington? 

Mr. Gruson. Yes, sir. 

Senator Bartiertr. Thank you, sir. 

Any other questions? 

Now, the memorandum previously mentioned, from Mr. Kendall, 
will be submitted for the record. 

There are no other witnesses listed, but there is a witness who desires 
to be heard. Come forward, sir and state your name and address. 


STATEMENT OF JIM DIERINGER, OWNER, DIERINGER TRUCKING 
SERVICE, VALDEZ, ALASKA 


Mr. DrertNcrer. My name is Jim Dieringer, Valdez, Alaska... I am 
a trucker doing business individually as Dieringer Trucking Service. 
I thought possibly I could confirm some of the things that I have 
heard mentioned regarding the railroad and it’s old history in the 30’s 
that I would like to talk about now. 

There was mention made of the toll on the ferry and I am aware of 
that because I had two brothers that were driving on the route from 
Valdez to Fairbanks at that time. They went so far as to havea U.S. 
marshal at the ferry to stop them from using the ferry. They had 
different wavs of going around it, but 

Senator Barttetr. What happened to him, the first one there? 

Mr. Drertncer. Well, there’s a man now that is now in the counselor 
service for the Government that disarmed him and they went ahead 
anyway and then those men were arrested and taken into court in 
Fairbanks. It never was completely settled. 

The point I wanted to bring out was that I think it was a terrible 
situation that the Alaska Railroad created, that otherwise law-abiding 
citizens got to the point to where they would put themselves in the 
position of disarming the U.S. marshal, but I think it should show 
the feeling of the general public. 

One thing that apparently hasn’t been brought up, but it is in line 
with some of the statements Mr. Jatzeck made, about the railroad 
and their property in Fairbanks. Some of this is hearsay, some is 
supposition, but I think they are facts that should be brought out. It 
seems to he common knowledge that the Union Oil Co. and the Stand- 
ard Oil Co, are on railroad property in Fairbanks and they somewhat 
(lictate the policy of the oil companies, or they have in the past, where 
they will sell and what. At least that is my feeling and I think it 
could be determined further. The railroads own the property and 
their lease includes a provision of some sort that prohibits them from 
selling to certain areas. I have been practically told that by the oil- 
men themselves and I feel it is so. 
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Senator Barrierr. Would you explain that a bit further ? 

Mr. Drertncer. Well, the bulk of the plant of Standard Oil Co. is 
on railroad property. It is leased to them by the railroad. I think 
that the club is from the railroad over the Standard Oil Co., actually. 

Senator Barrierr. In what manner, for example? Can you give 
one ? 

Mr. Drertneger. Yes. There have been times in the past where the 
Standard Oil Co. man in Fairbanks, who is the area director now, in- 
cluding Valdez, would try to discourage someone from hauling to 
Fairbanks or to an area beyond Fairbanks—hauling oil from the 
Valdez district. Competition has made it necessary now to allow it 
more than it has in the past, but there was a time that pressure defi- 
nitely was put on to discourage it. I don’t know if I made myself 
clear. 

Senator Barrier. Very clear, yes. 

Mr. Drertncer. You asked a question ee deck space. I 
don’t know enough about what is going on, but I ship propane into 
Valdez and sell it and I had a problem getting deck space for the ex- 
port tanks. That is known as skid tanks or thousand-gallon_bulk 
tanks. They are shipped in and emptied and shipped back, and I had 
quite a time last spring because when the new boats were put on the 
run they refused to haul them on deck. There were some kind of 
regulations, supposedly. Then Alaska Steamship said they would 
send them to Seward and then here at the same rate. Then they 
changed that around and they kept adding wharfages and handlings 
in Seward, but because of the local agent and other individuals con- 
nected with the shipping and Alaska Steamship Co. and a little as- 
sistance from John Kelsey and different ones they are shipping now 
one tank a week. That is what they would allow, but I have a feeling 
from stories I have heard that there is quite a good possibility that 
there is something regarding that deck space shipping that is con- 
trolled by some trucking or forwarding company or something of 
that nature. As I say, a lot of this has been supposition. I can’t 
give you all the actual facts, but it seems like a lot of it is just things 
that you want to look into. Did you get that ? 

Senator Barrierr. Yes, indeed. Perfectly, and we shall, too. 

Mr. Drertncer. Well, if you have the time I have another incident 
I would like to relate of what we are up against. 

Senator Barrierr. We do have the time. 

Mr. Diertncer. As I mentioned, I ship propane here and the com- 
pany that I buy from was sold to another company and within a 
year it was sold to a much larger company and at that time the men 
came to Alaska to meet with their business people and their dealers 
and ony wanted me to go to Anchorage to meet them and I said that 
I would rather they came to Valdez. In fact, I somewhat insisted 
on it rather than me go at all, and my purpose was so that they 
could see the port of Valdez. They came and we met with John 
Kelsey. They were very anxious to see it, thinking about shipping 
bulk propane into here by barge, and they were concerned enough that 
later on in December the same man came back to look it over. Since 
then they have an operation now where they ship into Seward and the 
propane is hauled in bulk railroad cars from Seward to Anchorage 
and to Fairbanks. This is also supposition, but I think the way they 
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get around their rates is by the company themselves owning the rail- 
road car and the railroad can haul them then for a different and posted 
rate. 

Senator Bartierr. We shall check into that. 

Mr. Drertneer. I think Mr. Jatzeck could probably confirm this, 
but I think you might say that Howard Bayles’ operation from Daw- 
son Creek to Fairbanks and any part of that area in Alaska was com- 
pletely closed because of it. Is that — Tom? 

Mr. Jarzeck. Yes. Pretty close, Jim. They are going to put a 
bulk plant in Seward and I understand— 

Mr. Drerrncer. But I meant—excuse me, but I meant to bring out 
the fact, though, that it was—that one trucking operation was killed 
because of the railroad deal. There was no other way, that we felt 
at the time that Valdez was the closest place they could come direct 
with the bulk shipping. But because of the railroad rate deal, rate 
structure, and the way that they handled it, the only practical way to 
serve either Anchorage or Fairbanks from Seward was by bulk tank 
car. I think that it is something, that the rates could be looked into 
on that, because I think the plan is to move the tanks from Seward 
eventually to Anchorage, anyway. I think they are of a temporary 
nature in Seward. In the meantime, why they have made arrange- 
ments to haul from Seward for quite a cheap rate, apparently. 

Senator Bartterr. When the Anchorage port is opened and if it 
functions as well as its proponents hope for, if it is operable 12 months 
of the year, what in your opinion will be the consequences so far as 
Valdez is concerned ? 

Mr. Drerrneer. It will definitely divert freight—I mean speaking 
only of propane now, it would divert that from this area to the inte- 
rior because no matter where you take it, if it is cheaper to start with 
you can haul it a certain distance until it is comparable, and that is 
the thing now. 

Senator Bartterr. What do you think it would do to other cargo 
now going to Valdez? 

Mr. Drertncer. I am not qualified to answer that, but I do think 
that as long as the Alaska Railroad is allowed to make these joint 
te it will make a big difference, and will take the freight away from 

aldez. 

Senator Bartietr. Mr. Barton? 

Mr. Barron. I want to ask the witness one question. I take it 
these abuses that you have alleged here all lead to the conclusion that 
there should be some Government regulation of the Alaska Railroad ? 

Mr. Drertneer. Yes, I do. I feel that the situation as it is now 
with its through rate as has been mentioned, and with no one being 
able to get the breakdown of it as to who gets how much, allows them 
to make concessions and make deals which puts another type of oper- 
ator out of business. 

Mr. Barron. Would you favor either ICC regulation or regulation 
in certain respects by a joint board, as has been mentioned previously 
here today ? 

Mr. Drertncer. Not completely—I am not completely advised about 
the joint board, but the ICC regulations with another board would be 
the best for us all. At least, I think it would be best for me from 
what I know of it. 
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Mr. Barton. Thank you, sir. 

Mr. Drertneer. I have another thing I would like to mention re- 
garding the routing of the boats. Because of the boats being routed 
here and because of the politics of the Alaska Railroad they route the 
boats to Seward or Whittier first and Valdez afterward, which is such 
a delay that we don’t have the competition in the town for the freight 
to be delivered. I guess that has been brought to your attention. 
But because of that there are a lot of little incidental shipments that 
never get here because of the delay of the ship because they are routed 
that way. Local shipments aren’t sent that way and many smaller 
amounts of freight, because of the delay, and the delay, I feel, is 
partly just the railroad combination with the through carriers on their 
rates. 

Senator Bartierr. Does a freighter put through here on a regular 
basis, Mr. Dieringer ? 

Mr. Drerrncer. They are here on q regular basis, but they go to the 
other ports first. When they go to Valdez first they get here sooner 
than they get to any port because we are closer geographically. 

Senator Bartiert. At what intervals do ships call here ? 

Mr. Drerrncer. Once a week. 

Senator Bartierr. And do they bring most of the fresh stuff for 
the Valdez market? Are you familiar with that situation ? 

Mr. Drertncer. That is the only place we get the fresh stuff, but it 
isn’t fresh by the time it has been in Seward and Whittier for a while. 

Senator Bartiett. You get it mostly by ship and—— 

Mr. Drertncer. It is impossible to ship it to Fairbanks or the in- 
terior area competitively with the other way of shipping, because of 
the delay. 

Senator Bartierr. Do you have any other information to give the 
committee, Mr. Dieringer / 

Mr. Drertncer. No, that is all, thank you. 
Senator Bartirrr. Our next witness is Durwood Huls. 


STATEMENT OF DURWOOD HULS, VALDEZ, ALASKA 


Mr. Huts. Mr. Chariman, my name is Durwood Huls, Valdez, 
Alaska. I would like to testify in regards to Senate bill 1507 and 
H.R. 6244 in that first off, I feel that the first item should be—the ICC 
should control all traffic of transportation between Washington—all 
ports, rather—of the western coast of the United States into Alaska 
for the main and simple reason that whereas we have come to the point 
of statehood here, this water should be thought of more or less as the 
Mississippi River and become a State line. That way one controlling 
body will have much more and much better effect than it would other- 
wise by breaking it ap in several different bodies. 

Then to come back to different things in regards to our control of 


the Alaska Railroad, in 1954 the Longshoremen’s Union in Valdez 
had a union score of approximately 40 men which were considered 
bookmen. In 1959, today, they have about 19. In the 1953-54 area 
the average wage of those men working on the dock was an excess of 
$10,000 per year. In 1959, this year, I would—I don’t know—but I 
imagine, just taking a wild guess, that if it is over $5,000, why, it would 
be quite a bit. This is caused primarily from the competition of all 
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the freight leaving Valdez, having gone by the railroad. There are 
many other numerous means of economy for the State of Alaska in 
the Richardson Highway. Previously there were several roadhouses 
all up and down the highway that maintained an operation of very 
healthy businesses due to the fact of all the truckers that were going 
up and down the road. The gas consumption alone, the fuel consump- 
tion alone is—would reach astronomical figures in comparison to the 
rates now and the taxation that would be derived from it if the truck- 
ing was as healthy as it was at one time, whereas, now it has gone to 
the point where there is no comparison between the two. 

In 1956—I withdraw that—in 1955, the fall 1955, General Collins, 
who was in charge of the Armies of Alaska, at that time he was in 
Valdez and made a statement to myself and Officer Todfest of the 
Alaska State Police, wherein, through conversation in regards to the 
MSTS freight, that 50 percent of this freight when these contracts 
were let with the various trucking agencies and the Alaska Railroad, 
50 percent of that freight was to have come to the Valdez port of 
entry. I think at the time that he made that statement that approxi- 
mately 10 percent of it, or not much more than is coming through right 
now, was doing so. There were numerous other instances which have 
been fully covered at this time. 

I would like to state one thing, to clarify a subject to me that 
hasn’t been done, is the mental hospital and the mental health facili- 
ties here in Valdez. The big factor, of course, of the purchase of 
these units as far as the State of Alaska is concerned, was the cost 
of them which was in the neighborhood of $90,000 and the facilities 
which were available. The authorities of our mental health program 
in the State of Alaska have declared them very adequate and very 
adaptable to the program which they have in mind, and I am sure 
that they will go ahead with that. That is all that I have on this. 

Senator Barrierr. I have no questions, Mr. Huls, but I desire to 
thank you for a very helpful statement. 

Are there any further questions? Thank you, sir. 

Are there further witnesses / 

Then we will hear further testimony from Jim Dieringer. 


STATEMENT OF JIM DIERINGER, OWNER, DIERINGER TRUCKING 
SERVICE, VALDEZ, ALASKA 


Mr. Drertncer. This is in regards to the manner in which the Alaska 
Railroad handled their customers or discouraged them from shipping 
from Valdez. I am going back to the 1930’s. It might not have a 
lot of bearing on now, but it shows what the people had been up 
against and the type of competition that we have had. At that time 
there were shippers, I am not even positive who they were, but I think 
one of them was Piggly Wiggly in Fairbanks. This was prior to 
the war in the 1930's, but what they would do—the highway was not 
open out of Valdez except in the summer months at that time and 
they would tell them that they expected them to ship all the year 
around with them, but they shipped during the summer months. 
One big shipper that shipped from Valdez made the railroad quite 
unhappy, so when the fall came and the roads closed, they took a whole 
boxcar full of potatoes and onions and things of that nature and side- 
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tracked it down around Unam or some place and left the door open, 
or whatever was necessary to freeze it. Then they brought it into 
Fairbanks and they have—apparently they have authority to make 
you pay for the freight of goats of a perishable nature, so the people 
that owned that freight were forced to pay the freight bill and hire 
a transfer outfit to take the goods to the dump and dump it. Of 
course, as you know, they didn’t ship the following summer because 
they had to have the freight in the winter, too. I forgot to mention 
it last time. 
Senator Barrierr. Thank you. Now we will hear Max Wells. 


STATEMENT OF MAX WELLS, MERCHANT, VALDEZ, ALASKA 


Mr. Wetis. My name is Max Wells, merchant in Valdez. During 
the course of these hearings there have been several items that I have 
thought of that I felt should be brought up. In one particular in- 
stance, about 3 years ago when I was president of the chamber of 
commerce I went to Congress representing the chamber and at that 
time we were trying to do something about this, what we felt was un- 
fair competition of the Alaska Railroad. At that time we secured 
the rates on groceries from Seward to Fairbanks. That rate was $15 
per ton. At the same time the rate on oil and petroleum products 
hauled in tank cars figured out at $28 a ton. The oil companies own 
those railroad cars, they also pay the railroad for the maintenance of 
them, and we tried to point out to the people of Fairbanks and gain 
their support, the fact that if the railroad could haul groceries which 
were in small lots and like that for $15 a ton, that the trucker had 
forced the railroad to come down to that price. But in the case of 
the oil where the oil companies were situated on leased ground from 
the Alaska Railroad, I believe they had a 20-year lease, where the rail- 
road could cancel that lease on a 30-day notice, it has never worked out 
to where the oil companies could ship fuel or gasoline out of Valdez to 
Fairbanks because the oil companies felt—they had told us, of course 
verbally, that the railroad had threatened to chop off their lease 
on the Government property. We never could quite seem to get the 
report of the people in Fairbanks on that. We couldn’t get it across 
that it was the trucker that had driven the railroad rates down on gro- 
ceries where the trucker could compete, but that in the oil haul where 
we were prohibited from hauling, they were taking $28 a ton which 
was nearly twice the price that they were charging for hauling grocer- 
ies up there by case lot. 

The railroad made their door-to-door deliveries for the last 25 years 
that I know of myself. Usually your transfer outfits in your town 
were good businesses. ‘They were year-round businesses. In Anchor- 
age in 1934 and 1935 there were four or five real live concerns who 
were transfer outfits and that was one of the big jobs, hauling from 
the denot out to the merchants. Well, now, the railroad had taken 
care of that. They are doing that delivering themselves. I person- 
ally know of quite a number of transfers in Anchorage and Fairbanks 
who are practically out of business because of this fact. 

The thing that gets us is the fact that here in Valdez in the past 10 
years the people who have lived here have felt that the future of our 
town was very great, and with the help of Delegate Bartlett, before 
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he became our Senator, we had much assistance. For one thing, this 
beautiful building we are in here today was secured through Alaska 
Public Works appropriations which Delegate Bartlett at that time 
helped toarrange. We felt that we were right on the doorstep of great 
development here because of our location physically in this part of the 
State to go ahead. Consequently, the town of Valdez has built this 
school. They have a 16-bed hospital over here that cost in the neigh- 
borhood of half a million dollars. Also, under the Alaska public 
works project they put in a complete sewer system and water hydrants. 
We have the water system that is second to none in the State as far as 
good water, and like that, and the sewer system. 

But we feel that we have had a great assistance on trying to build 
up the town. We feel that we are in the position now, we have done 
all the things that are necessary. If someone wants to come in to 
start an industry, we have a good hospital, good schools, good sewers, 
good water. We are all set to go, but in the last 7 or 8 years the rail- 
road has whittled away at our main industry, which is trucking. 
They have driven us down to where our population has gone from 
approximately 1,652 down to about 500 now. As previous testimony 
has stated, the business here in town has dropped anywhere from 25 
to 50 percent and there are a lot that are just hanging on and feel that 
if the railroad will ever get off our backs and let us make a living, we 
can have a good town here. 

In regard to the truckers, Tom, for example, told me that last 
spring he had a customer in Fairbanks that was shipping by the 
railroad. When the truckers were put under the Interstate Com- 
merce Commission which, incidentally, Valdez Chamber at the Alaska 
Chamber of Commerce, were the ones that proposed the resolution and 
it was accepted by the Alaska Chamber of Commerce and was ac- 
cepted there. 

Anyway, this one company that was being—the railroad was haul- 
ing their freight and I think that was in April. In May the truck- 
ing concern came out with their new tariff, which they were forced 
to do under the ICC, and the tariff was lowered in the railroad. Well, 
the company whom he was hauling for started sending then by truck 
because the rate was lower. Well, the trucker thought, well, that’s 
real good. Now I’ve got an account here. What happens? In the 
month of June the railroad came around and talked to the guy, he cuts 
the rate down under the trucker, and the railroad has freight again. 
Well, now, where does the trucker go from here? I am not too well 
versed on the procedures, but I believe that it would take him around 
6 months or something to go through the ICC to lower his rates if he 
could justify it. But the railroad over there, why, they can come 
around and drop their rate at will, they can bid on contract hauling, 
there is no regulation over them. We hope that they would be 
brought under this. That was one of the reasons; under territorial 
status there was nothing we could do about the railroad to get them 
regulated. We felt that if the truckers went under the ICC it would 
be so apparent and so unfair to have competition from the Govern- 
ment, and while the truckers were regulated and they weren’t, that im- 
mediately or very shortly the railroad would be brought under the 
ICC. I realize that that is the reason for these hearings, and I for 
one certainly hope that that does go through. 
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That is about all I have to say. 

Senator Bartietr. Max, don’t depart too hastily here, because you 
have suggested certain questions or counterstatements or both. 

I would take it that none of us up at the head table could infer, 
from the manner in which you have talked, that you are about to give 
up, no matter how tough the going is. You are about to stay here? 

Mr. Wetts. I intend to; yes. 

Senator Barttetrr. I thought so. 

Max, as a merchant, if someone said that they would provide you 
with faster maritime service and would put in directly to Valdez in- 
stead of first going to Seward and/or Whittier, do you think such 
a service would warrant a slightly higher charge than you now pay, 
and would you be willing to pay a higher charge for such service ? 

Mr. Wetis. Well, Senator, I think the amount of air freight that 
the airlines to Alaska today enjoy answer that question very good. 
The people of Alaska are willing to pay for the service because of the 
tremendous volume of air freight that comes to the territory every day. 

Senator Bartierr. Max, I think you have made a remarkably good 
statement and it really typifies to me the attitude of the people of 
Valdez. I think it is simply amazing that 500 people are willing to 
make the sacrifices for the kind of a school you have, the kind of a 
water system you have, and the kind of a hospital you have, and for 
all these other services. And it is all the more remarkable when we 
understand that 500 people are here to pay for this, because you have 
to subtract from that number, as the superintendent of schools told 
me during the luncheon hour, over 170 who are in attendance at this 
very school. And I rather imagine that every one of my colleagues 
here would say that this spirit that Valdez possesses is in the best 
American tradition and demonstrates determination and guts to win 
out against all odds. I just wish every member of the Senate com- 
mittee and of the House committee could be here today, and other com- 
mittees in Congress concerned in any manner with Alaska, because if 
they were, if they could have heard the pleas and statements that all 
of you have made, they would be all the more sympathetic and all the 
more desirous of helping and would have helped. 

Since that isn’t the case, we will try to function for a more com- 
plete group, because I think that we will leave here with sympathetic 
understanding and a warm desire to help. 

Thank you, Max. 

Tom Jatzeck will return to the stand. 


STATEMENT OF TOM JATZECK, OF VALDEZ, ALASKA 


Mr. Jatzeck. Mr. Barton had a question here a while ago. Mr. 
Barton was asking a question about deck space aboard the boat. I 
think I can answer that for him in short terms. It is not available for 
any carriers, outside of two carriers in Alaska today. 

Mr. Barron. You have attempted to get it, but have been unable to 
do so? 

Mr. Jatzeck. That’s right. I attempted, and last Monday of this 
week I talked to Alaska Steam in Seattle and, consequently, I have 
been attempting for a 3-month period at a time to get deck space and 
I haven’t been able to get it. 
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Senator Barriterr. Tom, what are those two carriers, if you don’t 
mind ¢ 

Mr. Jarzeck. The carriers are the Garrison Fast Freight, Consoli- 
dated Division, and the Alaska Railroad. 

Senator Barrierr. Thank you, sir. 

Are there any more witnesses? If not, the committee will stand 
in recess, to reconvene in the Federal courtroom at Fairbanks at 9: 30 
a.m., Thursday, October 29, 1959, and before formally closing, the 
chairman, in behalf of all of us who are here, desires to thank the 
people of Valdez for the bountiful, wonderful hospitality you have 
shown us and to thank you also for that fine luncheon. That is the 
first time we have had, as a group, the opportunity to enjoy Alaska 
salmon. 

Now, the hearing is closed, but in accordance with the wish earlier 
expressed, we will stay right here a few moments and make ourselves 
available for questions on other subjects. 

(Whereupon, at 3:30 p.m., Wednesday, October 28, 1959, the hear- 
ing was adjourned, to reconvene in Fairbanks, Alaska, at 9:30 a.m., 
Thursday, October 29, 1959.) 
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THURSDAY, OCTOBER 29, 1959 


U.S. SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Federal Court, Fairbanks, Alaska. 

Senator Bartierr. The meeting will be in order. 

This is a joint session of the Senate Committee on Interstate and 
Foreign Commerce and the House Committee on Interstate and 
Foreign Commerce. 

We are glad to be in Fairbanks for what may be, probably will be 
the final hearing within Alaska on a number of bills of importance 
to the State, dealing with transportation and other matters. 

The committee started hearings at Ketchikan and to date has been 
at, additionally at Juneau, Anchorage, Seward, Cordova, and Valdez. 

I should like at this time to introduce to the Fairbanksians who are 
in the hearing room those who are making this trip and since this is 
the place where we’ll hold our final hearings in the State, I want to 
express at this time my personal appreciation to Congressman Moulder 
and every member of the staff and those from other agencies and 
from the industry who have accompanied me on this trip, who have 
been so faithful in their attendance at the hearing, and who have 
made such substantial contributions by way of informing the com- 
mittee and helping the committee. 

I shall start at my immediate left, naturally, by introducing the 
valued Member of the U.S. House of Representatives who is in 
Alaska as the representative of the House Interstate and Foreign Com- 
merce Committee, Congressman Morgan Moulder of the sovereign 
State of Missouri. 

On Congressman Moulder’s left is Mr. Frank Barton, transpor- 
tation counsel for the Senate committee. 

Over there against the blackboard is Harry Huse, who handles 
Fish and Wildlife legislation for the Senate committee. 

Next to Mr. Huse is the Alaska Supervisor for the Interstate 
Commerce Commission, with offices in Anchorage, Mr. William 
Meehan. 

Sitting next to Mr. Meehan is Mr. Romick, Commissioner Romick 
of the Alaska Department of Commerce. Mr. Commissioner, I hope 
that you can find room here at the head table so that you may sit 
with us again. 

Next is Mr. Henry Whitehouse, attorney for the ICC. 

And we have the pleasure of having with us none other than a 
member of the Interstate Commerce Commission, Mr. Laurence 
Walrath, who is on his second trip to Alaska. He liked it then, and 
he says he likes it even better now. The ICC is going to have to be 
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careful, or he’s going to establish his office in the State of Alaska. 

On my immediate right is Mr. Harold Baynton, chief counsel for 
the Senate committee. 

On Mr. Baynton’s right is Mr. Allan Perley, whose official position 
and title is Legislative Counsel for the U.S. House of Representa- 
tives, but who is in Alaska acting as counsel for the House committee. 

Before we hear the first witness, I shall give a brief description 
of each of the bills on which the hearings are being held. 

There is S. 1507, to make the Interstate Commerce Act applicable 
to transportation by water between Alaska ports and other ports in 
the United States. 

H.R. 6244, to provide “grandfather” rights for motor carriers and 
freight forwarders operating within Alaska and between Alaska and 
other States and for water carriers operating within Alaska, to pro- 
vide for Interstate Commerce Commission regulation of the Alaska 
Railroad, and to make the Interstate Commerce Act applicable to for- 
hire water carriers operating between ports of Alaska and ports of 
other States. 

S. 2451, H.R. 8521, and H.R. 8564, companion bills to establish 
a Joint Board for through routes and joint rates and to make manda- 
tory through routes and joint rates by carriers engaged in transporta- 
tion of property between the State of Alaska or the State of Hawaii, 
and other States. 

S. 2452, H.R. 8520, and H.R. 8565, companion bills to establish 
a Joint Board and permit the filing of through rates—through routes 
— joint rates for carriers serving Alaska, Hawaii, and the other 

tates. 

S. 2514, to establish the Alaska Railroad as a Government corpora- 
tion. 

Additionally, the committee heard, while in southeastern Alaska, 
testimony on two bills relating to the proposed ferry service for that 
area. 

The committee heard in Valdez testimony on another bill proposing 
to turn over certain land to the State of Alaska located within the 
corporate limits of Valdez. 

Of course, I should state that the testimony is being recorded, and 
very efficiently, by William Miller, who takes a double shot at it, on 
the tape and on the stenotype machine, and who himself has been in 
Alaska on trips and to live, off and on since the time he was 4 years old. 

The first witness is Frank X. Chapados. 

Mr. Chapados, would you give your name, spelling and your mail- 
ing address for the record ? 


STATEMENT OF FRANK X. CHAPADOS, BUSINESSMAN, FAIRBANKS, 
ALASKA 


Mr. Cuapapos. My name is Frank X. Chapados. My mailing ad- 
dress is 515 Third Avenue Graehl, Fairbanks, Alaska. G-r-a-e-h-l. 
I am occupied as a partner in a warehouse, transfer, and transporta- 
tion business here at Fairbanks, Alaska, and a member, since our firm 
a eaten of the Alaska Highway Carriers, I am speaking in their 

ehalf. 
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I am also a member of the Alaska State Legislature, and have the 
concern of the welfare of my district, which is District 19 of Alaska, 
and includes a good portion of the Alaska highway system north of 
the Alaska range. 

I would like to generalize as much as possible in my statement to 
the committee, to try to picture a situation that exists in the interior 
of Alaska, since it differs considerably from the situation that you 
may find i in any feature along the coast. 

1 would like to try to point out how I feel that the economic regu- 
lation by the Interstate Commerce Commission of the Alaska Railroad 
could help to rectify the situation that exists here in the interior of 
Alaska. 

Up until recent years a considerable amount, a large portion of the 
freight moving from the coast to the interior of Alaska moved through 
the port of Valdez. 

During recent years there has been a gradual and definite decline in 
the amount of freight moving through the port of Valdez to Fair- 
banks, via the highw ay. 

Of course there are other routes by which freight comes to Fair- 
banks. We have the route through Seward and Anchorage and by 
the Alaska Railroad, and also a system of transportation to Alaska 
via the Alaska Highway. 

However, most of the heavy freight that moves into the interior 
travels by water carrier first and then is transported by either truck 
or railroad to the interior. 

As I mentioned before, there has been a gradual decline in the 
amount of freight moving through the port of Valdez, and I believe 
there are several reasons causing this situation. 

The shippers or the carriers that move the freight from Seattle 
into Alaska, naturally must take their vessels, their carriers, and move 
their freight into this port to the point where the shippers desire. 
I mean, the shippers state that they want it shipped through Seward 
or through Valdez, and the freight goes to that point, that’s where 
they must, of course, schedule their ships. 

And of course, due to the large volume of freight that moves to 
the Anchorage area, there is an increase over that which does come 
into the interior. 

I believe that the additional volume of freight that is generated 
through the port of Seward is due to what would appear to me to be a 
lower rate than is possible to provide through Valdez. This just adds 
to that volume and creates a situation where shippers and carriers 
naturally funnel their business to the Anchorage and Seward area, 
and by so doing it reduces the volume of freight that would move 
into the port of Valdez, and has at the present time reduced the num- 
ber of carriers into Valdez. 

One major carrier, I believe coastwise, has discontinued going into 
Valdez entirely because of the fact that there is insufficient tonnage 
there to warrant taking their ships into the port of Valdez. 

Because of the reduction of this freight, of course other carriers are 
facing the same problem. At the present time we are being served 
by only one carrier, which is the Alaska Steamship Co., and their 
tonnages into Valdez, although I can’t be specific, I believe have been 
reduced by almost 50 percent during the past 4 or 5 years. I believe, 
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as time goes on if this continues, that perhaps Valdez could be a port 
that will be abandoned entirely due to the fact that there isn’t sufli- 
cient freight to warrant carriers making schedules into that port. 

Senator Barrierr. Would you permit an interruption there, Mr. 
Chapados ? 

Mr. Cuapapos. Yes, Senator Bartlett. 

Senator Bartitetr. When you said their tonnages had decreased 50 
percent, did you mean the overall tonnage of the Alaska Steamship 
or that going into Valdez? 

Mr. Cuapapos. I’m sorry. I mean the tonnages going into the port 
of Valdez. 

It may be kind of putting the cart before the horse here, but as I 
said, I believe the rates that are provided by the Alaska Railroad have 
a direct bearing on the fact that the tonnage has been reduced. 

I believe if the committee were to inquire and make a study they 
would find that there are many volume commodities, that have weight, 
which are used in great quantity in the interior of Alaska that are 
presently moving, in the main, over the Alaska Railroad. This is not 
only through their own facilities, but by carriers that are using the 
piggy-back service of the Alaska Railroad. I believe that the tariffs 
and the rates that are quoted are not compensatory to the costs. The 
rates are established in such a way as to create volume and to add ad- 
ditional income over and above the revenue that is obtained by ship- 
ping many of the other commodities which do not move in such a great 
volume. 

For example, I point out that groceries and flour, plumbing sup- 
plies, building materials and such items are practically nonexistent in 
the flow of traffic through the port of Valdez. These are volume items, 
and certainly would interest any carrier—they would be interested in 
having this business in order to produce a volume that would make 
their operation economical. 

We believe that the regulation, economic regulation of the Alaska 
Railroad so that the rates would be compensatory with costs would 
create a situation whereby the trucking industry could compete for 
this business. We believe that a certain amount of the traffic that is 
presently going through the port of Seward would then return to the 
port of Valdez and would maintain a volume of freight that could 
provide the means by which the trucking industry could survive. 

We also feel that the establishment of joint board legislation would 
be beneficial, so that it would provide us with the means of holding 
through rate tariffs from the States into Alaska. 

I believe that failure to take action to remedy the situation that ex- 
ists in the interior will result in a continued reduction in tonnages mov- 
ing through the port of Valdez. Eventually the water carriers may be- 
come discouraged to the point that they could very easily discontinue 
their service into Valdez. 

I know that the State government is concerned, of course, with the 
economy and the matter of maintenance of highways and at the present 
time they are spending a considerable amount of money to maintain 
the highway between Valdez and Fairbanks—that is, to keep it open 
during the winter months. 

A decided reduction in tonnages and the use of the highway during 
the winter months would certainly cause them to consider the possi- 
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bility of discontinuing the maintenance during the winter. We feel 
that if this were to come about that during the period of time the 
truckers could not operate would bring about a situation whereby it 
would be most difficult to create a healthy economy again through the 


port of Valdez. It would ve be some time before the trucking 


industry could recover an 
the interior of Alaska. 

If this were to come to pass, it would appear to us that the interior 
of Alaska would then be located at the furthest north point of the 
Alaska Railroad and of course the highway from Anchorage. Actu- 
ally it would be difficult then, I believe, to compete with an unregu- 
lated railroad, and therefore perhaps the majority, or practically all 
of the freight then would move into the interior over the Alaska Rail- 
road. I am not sure that the rates would then remain as low as they 
are presently, if that were the case. 

I believe having a single supplier out into the interior eliminates the 
element of competition. 

Another point that comes to mind is that the trucking industry does 
operate as a private enterprise ; it has to meet all of the requirement of 
the State, taxes, taxwise; we have to meet the Federal taxes, we have 
to comply with regulations of the Interstate Commerce Commission, 
which increase our cost of operation; we have to pay taxes to the 
State for equipment as well as pay higher wages. These things, the 
Alaska Railroad, as I understand it, are not required to do. They 
pay no taxes to the State for their vehicles; they make use of our 
highways, and to be in direct competition with the citizens of Alaska 
trying to create an industry. We believe that it’s not a position that 
a Government agency should take. 

We believe that Government agencies should be cooperative rather 
than competitive, and help all of the people to produce a better econ- 
omy in the area in which they operate. 

Sebhtor Bartiett. Before asking Representative Moulder if he 
has any questions, I should state for the record the sincere appreci- 
ation of the committee to U.S. Judge Vernon Forbes for making the 
district courtroom available for this hearing, at, we understand, some 
little inconvenience to himself. 

Representative Moulder? 

Mr. Moutper. Mr. Chairman, I have one or two questions. 

First, I want to compliment you upon your very fine, clear, inform- 
ative statement. 

Senator Bartlett, of course, and I, as a member of the committee 
on which I serve on the House side, are sincerely interested in this 
pore: particularly since we all know that transportation is the 
ifeblood of all commerce. No area, State, or country can thrive with- 
out transportation because transportation is that which makes our 
economy possible. 

I’ve heard from all sides, while here in Alaska, of the high cost of 
material, of the high cost of consumer goods of all kinds. This creates 
a mystery for me as to why that should exist, when Alaska has avail- 
able to it what co to be the cheapest methods of transportation 
that exist anywhere in the world—that is, water transportation. 
I’ve been told that the reason for the high cost of consumer goods 
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is that the charges that are being made for transportation are con- 
tributing to the high cost more than any other item in the high cost 
of living in Alaska. . 

Is that true or not, in your opinion ? 

Mr. Cuapapos. I believe that the high cost of living is caused in 
some degree by the cost. of transportation. Goods in Seattle, for in- 
stance, must be transferred from Seattle to Alaska, and it is a long 
distance. I imagine it’s about halfway across the United States in 
comparison, and. that does cost money, and that does reflect itself in 
higher costs for food and building materials and all other things. 

fr. Movuuper. Yes; and for an example, I also note that lumber 
and building materials go all the way by water down through the 
Panama Canal and clear up to the east cost and still the cost: ap- 
parently of transportation isn’t as high as it costs the people here in 
Fairbanks. 

Mr. Cuapapos. I’m not sure I could know how much higher the cost 
of building materials are here. But one of the reasons why building, 
for instance, is more expensive, of course, is because of the high 
cost of labor, and that certainly would be part of the additional cost. 

For instance, as to the cost of hving in the town of Fairbanks, we 
have a. very cold climate, and heating our homes is one of our biggest 
expenses dating the winter months. Oil, which at the present time 
is being transported from the United States, is an expensive item, 
and that, of course, would reflect itself in the increased cost of living 
over and above Seattle, for instance, where oil is much more reason- 
able than it is here in Fairbanks. 

Mr. Movutper. Well, do you think 
_ Mr. Cuapapos. In some fields you will find that food, for instance, 
is quite reasonable, comparatively speaking, I think, as compared to 
similar items in the States. 

Mr. Movu.per. So far as I know, Mr. Chairman, we haven’t heard 
any evidence as to the comparative charges made by the Alaska 
Railroad to charges made by the railroads in the other States. 

Senator Bartierr. We hope to secure that information while we are 
here. _I assume it will be made available by representatives of the 
railroad. 

I believe that during the course of this presentation we will have 
some evidence along that line. 

Mr. Cuapapos. I’m not qualified to give that evidence myself. 

Senator Barrierr. Of course we all understand that the railroad 
is very essential to the development of Alaska, and has made a great 
contribution to our growth, but also the highways will have a great 
deal to contribute toward the development of Alaska, much more than 
now. As you stated a while ago, the main source of revenue for the 
construction of highways comes from automobiles and the vehicles 
that travel, and you say that the railroad’s trucks do not pay any tax 
for that. purpose. 

Mr. Cuapapos. It’s my understanding that the railroad, with their 
fleet of trucks they use for delivery in the various areas like Fairbanks 
and Anchorage, are not required to purchase State licenses. I don’t 
believe that they pay motor fuel taxes and the other type of taxes 
that go to support our highway system. 
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However, they do not at the present time travel the highways for 
any great distance. They are using these vehicles for distribution in 
the local areas. 

I’d like to make one point clear, that I certainly am not here to 
belittle the Alaska Railroad. I understand and realize and appreci- 
ate the value of the job that they have already done here in the State 
of Alaska, 

Senator Barrterr. We too want to make it clear that we are not 
here for that purpose either. 

Mr. Cuarapos. We thoroughly understand. 

Senator Barriterr. We appreciate what the railroad has done for 
the State of Alaska. s 

Mr. Cuapapos. We feel, however, that the railroad has served its 
purpose, now, in the matter of development of the interior of Alaska. 

Prior to the time that the Alaska Highway was constructed and be- 
fore we had good highway facilities into the highway into Anchorage, 
and the only other means of transportation was by water, and that 
was just during certain portions of the year, the Alaska Railroad did 
a wonderful job in serving the interior and in helping to develop this 
country. And now, I believe that they still are essential in the mat- 
ter of supporting our military institutions here in Alaska. I believe 
that it’s very necessary that they be here. 

However, I believe that as a Government agency and as a support 
unit to a military installation, that the Alaska Railroad should very 
well be supported by the Government for that purpose, and that they 
should not be required to go out and compete with private enterprise 
in order to make sufficient money to keep the railroad in operation. 

That’s our point, All the trucking industry wants is a fair oppor- 
tunity to compete, ratewise, and competitivewise, so that we can stay 
in business. We want to maintain our homes here and protect our 
investments, and have a uniform development of the interior of 
Alaska, and provide the competition that will keep the rates down 
in the future. 

Senator Bartietr. Frank, you are here representing what organi- 
zation ¢ 

Mr. Cuapapos. The Alaska Highway Carriers. 

Senator Bartierr. Is that a new association ? 

Mr. Cuapapos, Yes, sir, Senator Bartlett. It was organized about 
a year ago. It is composed of members of the trucking industry 
here in the State of Alaska. 

Senator Barrierr. Are you an official ? 

Mr. Cuarapos. No, sir. 

Senator Bartietr, Are you engaged in the trucking business. your- 
self? 

Mr. Cuapapos. Yes, sir. 

Senator Bartierr. You favor economic regulation of the Alaska 
Railroad by the ICC? 

Mr. Cuapapos. Yes; I do. 

Senator Barruerr. It has been alleged rather vigorously that to 
do this would be to create a situation whereby the ICC, once in 
charge, would be compelled by virtue of the way it operates under 
law to entertain favorably the request for higher freight rates on 
the Alaska Railroad. 
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Have you made any study of this situation ? 

Mr. Cuapapos, No, sir; I haven’t. I believe that an increase in 
rates by the Alaska Railroad would not necessarily result in increased 
rates by highway carriers, except to place them in the position where 
they would perhaps meet the increased rate that the Alaska Railroad 
then would be required to establish. 

Senator Barrierr. It has been asserted that the truckers are ex- 
ar anxious to have the Alaska Railroad come under control of 
the ICC as rates would be increased and then trucker’s rates could 
be raised. 

What do you say as to that ? 

Mr. Cuapapos. I would say that in the case of certain items which 
I have already mentioned that the truckers would have to increase 
their rates in order to operate at a profit. 

However, I do not think that the rates would go beyond the point 
where they would become unreasonable, because of the fact that you 
would still have a competitive picture there between the railroad and 
the trucker. 

I believe, and we feel, that the rates in some cases that are estab- 
lished by the railroad are not compensatory to the costs of operation, 
and they are established at such a figure that it is impossible for 
truckers to move this type of freight from the port of Valdez, for 
instance, to the interior, for the figure that we assume that Alaska 
Railroad has established as that portion of the cost of bringing the 
freight from Seward to Fairbanks. 

In other words, as we understand it, the railroad or any other 
carrier that is transporting freight from Seward or Valdez or any 
place else pays the same rates to the water carrier as the trucker. 

The costs of the railroad to get their freight from Seattle to the 

ort of embarkation, or the port of discharge, and the costs of mov- 
ing the freight across the dock, is probably the same as it is for the 
trucker. 

I mean, both the trucker and the railroad should, as I understand 
it, have about the same cost. There is where the difference comes. 

Then if you were to deduct that figure from his established rates, 
you will find that there is a very small portion of that rate left over 
to cover the cost of moving the freight from the coast to the interior. 

Truckers have a definite cost that they have to meet in order to 
operate and make a profit, and it’s impossible to reduce our rates 
to the point where we can meet this type of competition. 

Senator Bartierr. Let’s see if I understand you correctly, Repre- 
sentative Chapados. 

Is it your intention to tell the committee that you don’t see any need 
for an overall rate increase on the part of the Alaska Railroad, but 
you say that the railroad is lowering charges on certain items as a 
deliberate weapon to use against the trucking industry? Is that what 
you have in mind? Other have stated that. 

_ Mr. Cuapapos. That’s essentially what I have in mind. I don’t 
want to use the word deliberate, because I don’t believe that is really 
the thing here. They are conducting a business, and it’s a competitive 
weapon. I think, they use that method in order to increase their 
volume, because once you get beyond a certain point, your cost of 
operation for the additional volume is reduced. Perhaps they can 
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haul these items for this amount, but it’s certainly not compensurate 
with the cost of operation. I believe that if we did have economic 
regulation of the railroad, that perhaps only in a few items, in a few 
cases would the rates have to be raised in order to provide a more 
competitive picture and an opportunity for the trucking industry to 
compete. 

It’s the volume that we’re losing. I mean, when you get down into 
less-than-carload lot shipments, you get into many other items, I find 
that the railroad rates are within reason as far as our costs of opera- 
tion are concerned; they’re not hard to compete with. But it’s in the 
volume items that we’re losing out. 

Senator Barrierr. Of course, the Congress, and these commit- 
tees in particular, are interested, and required, to see to it that there 
is a strong trucking industry, strong railroad system, a strong mari- 
time industry, over and above everything. It seems to me it’s the 
duty of the Congress to look beyond the particular industry and think 
of the consuming public, and to, insofar as possible, legislate so that 
the consuming public will be protected in every way. Certainly these 
committees would not want to do that which would automatically cause 
general rate increases by any form of carrier, and thus increase the 
cost of living in Alaska. 

Did you say, Mr. Chapados, that you favor the establishment of 
a joint board as is proposed in two different bills before the committee? 

Mr. Cnarapos. I said that I did favor the establishment of a joint 
board, and I failed to qualify that to state that I would favor the 
bill, the permissive type of bill. I’m not sure of the designation. 

Senator Barriert. Why do you favor that, as compared with the 
mandatory ? 

Mr. Cuapapos. I would assume that many carriers would prefer 
to be in position where they could make a choice. I have no real, 
strong arguments against the mandatory; but, on the other hand, 
I believe that the permissive type of joint board would be much 
— a much better arrangement for transportation in the State of 
Alaska. 

Senator Barrterr. It was suggested to the committee that the 
Alaska Railroad in Fairbanks, before entering into a lease arrange- 
ments for the leasing of land to a motor carrier, insisted, not in the 
formal contract but outside of it, that this carrier, whichever one it 
might be, agree to use the Alaska Railroad services to a very large 
extent before the lease would be entered into. 

Have you ever heard any such rumor? 

Mr. Cuapapos. I have Leoed such a rumor, but I certainly would 
not want to repeat that, because I am not positive that that’s true. 

Senator Barttert. It’s only a rumor, so far as you are concerned ? 

Mr. Cuapapos. I’m sure that if such a situation exists that perhaps 
during the course of these hearings that some evidence may be pro- 
duced that could support that statement, but I personally have no 
direct knowledge. I have heard that statement made, but I could 
not prove it. 

Senator Barttetr. Representative Chapados, we were told in Val- 
dez yesterday that the volume of freight which is going over the dock 
there has declined on an annual basis from 86,000 tons to 35,000 tons 
last year, and this year to date it, is only about 17,000 tons. 
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You are familiar with this situation: How do you account for 
the terrific decline between last year and this year? 

Mr. CuApapos. I believe that in my statement I pointed out that the 
carriers, naturally, will want to deliver their freight to the point 
where the shippers request it, and due to the established rates and vol- 
ume of business in the Anchorage area, coupled with the additional 
tonnage which I believe is funneled through that port as a result of 
the railroad rates, we are not getting the service into Valdez that we 
need in order to provide the service here in Fairbanks. 

We have one carrier, which has done a wonderful job, we believe, 
in serving the port of Valdez, but in order to protect their own posi- 
tion and to obtain the greatest volume of freight that they can, they 
have had to use the port of Seward as the port of their first call, and 
that, of course, increases the time that we would ordinarily take to 
deliver freight here into Fairbanks. 

There are several types of freight that produce volume, and the 
rates that have been established for that freight by the Alaska Rail- 
road and the other carriers that use the railroad are so low that we 
cannot quote rates to our customers in the interior through the Valdez 
port that will be competitive. For that reason the volume of freight 
is moving in the other direction. 

Senator Barrierr. The fact that the Alaska Steamship vessels call 
at Valdez after having been at Seward, instead of putting in first west- 
bound, is a rather important factor in this, you believe ¢ 

Mr. Cuapapos. I believe that it has a bearing on it. 

Senator Barruett. It’s impossible, however, for them to unload at 
Valdez as their first port of call due to the fact that they carry a 
heavy deckload of van boxes and they just can’t do it? 

Mr. Cuapapos. That’s right. 

Senator Bartierr. You said the ICC regulations increase the cost 
of operations for the truckers. How? 

Mr. Cuapapos. Our employees driving on the highway are required 
to drive certain hours; we have to comply with safety regulations; 
we have had to spend some considerable time in the matter of protect- 
ing what rights we do have as carriers who have operated in Alaska 
prior to the admission to statehood. 

All of these matters have caused us additional expense. 

Senator Barrierr. Frank, how long have you lived in Fairbanks? 

Mr. Cuarapos. Twenty years. 

Senator Bartietr. How much more—what’s the cost of living in 
Fairbanks now compared with Seattle on a percentage basis, if you 
know the approximate figure / 

Mr. Cuapapos. I’m afraid I could not answer that question. 

Senator Bartierr. Mr. Chapados, when you first came to Fair- 
banks, was there as large a differential in this cost of living between 
Seattle and Fairbanks, let’s say, as there is today ? 

Mr. Cuapapos. I’m afraid that I can’t give you an intelligent an- 
swer to that, Senator. At the time I first came to Fairbanks I was 
a single man and had spent quite a few years in southeastern Alaska 
before coming to Fairbanks, and I actually am not prepared to give 
you an intelligent answer. 

I’m not trying to evade that question. I’m really just lost as to 
how to answer it. 
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Senator Bartierr. As a matter of fact, I think that you’re on good 
grounds in saying that you’re unable to answer it. I don’t know that 
anyone could. I was greatly interested in Representative Moulder’s 
question on that, and it’s my feeling, and I can’t prove it either, that 
this spread is a comparatively recent development. I think that the 
most recent figures we have available would disclose that it costs 
somewhere between 40 and 50 percent more to live in Fairbanks now 
than it does in Washington, D.C., which is a very high cost city, and 
my belief is that during the thirties, for example, the spread wasn’t 
more than 10 percent, but I can’t prove it. 

I know it wasn’t anywhere near what it is today and I think if we 
could assign the reasons for that increasing difference between here 
and there, we might probe for some of the answers as to how it could 
be cured. 

Mr. Barton? 

Mr. Barton. Thank you, Senator. 

Mr. Chapados, you mentioned that the port of Seward has increased 
its traffic while that of the port of Valdez has substantially dropped. 
Is that correct? 

Mr. Cuapapos. Yes, sir. I would assume that that’s the case since 
the tonnages have dropped off at Valdez and this type of freight 
would then have to move through the port of Seward or the port of 
Anchorage. 

Mr. Barron. I believe you stated that in your opinion this was 
caused by reductions in rates from Seward to the interior by the 
Alaska Railroad, is that correct ? 

Mr. Cuapapos. I believe that that probably is one of the causes, 
one of the major causes. 

Mr. Barron. You mentioned that certain volume items particularly 
attracted the Alaska Railroad. Among others you named groceries, 
plumbing supplies, flour, and so on. You also said that in your 
opinion some of these rates were noncompensatory. 

Can you give us some comparisons between the truck rates from 
Valdez to Fairbanks and the Alaska Railroad rates from Seward 
to Fairbanks ? 

Mr. Cuapapos. Well, they’re not going to be exact, but I can give 
you, in the case of groceries, I believe the rate, if you want to total 
these figures, the handling and wharfage charges in Seattle in most 
cases, and in the case of groceries, Lam sure, is 1514 cents. 

The cost of transportation from Seattle to the port of Valdez, to 
the port of Seward or Anchorage, as I have been told, is the same; 
in the case of group 1 groceries 1 believe the rate is $1.61. 

Mr. Barron. These rates are all in cents per hundred pounds? 

Mr. Cuapapos. Yes, sir. 

In the port of Valdez the cost of moving that freight or unloading 
and delivering it to the trucker at Valdez across the Valdez dock is 
3714 cents, which makes a total of something over $2, I believe. 

Mr. Barron. About $2.10, if I’m correct; $2.13 plus. 

Mr. Cuapapos. The railroad rates as I and the—I think this is the 
rate—is $2.85, the through rate from Seattle.to Fairbanks, plus 1514 
handling charge in Seattle. 

Incidentally, I’m quoting carload quantities in 60,000 pound ‘cars 
for the railroad. The rate through the Valdez port via the steam- 
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ship company, as I’ve already given you, is an any-quantity rate, 
regardless of how many thousand pounds you ship. 
{r. Barron. What do these charges all add up to, approximately ? 

Mr. Cuapapos. In other words, we have about $913 believe you 
said, which I would assume is the same cost that the railroad, for 
instance, would have to pay to get their freight from Seattle to Sew- 
ard across the dock into their boxcars. 

Well, then, if you were to deduct that from the rate of $2.85 plus 
15144, you would find that the groceries then are being hauled to 
Fairbanks for about—what is it 

Mr. Barron. About 87 cents ? 

Mr. Cuapapos. About 87 cents a hundredweight. It’s impossible 
for a trucker to haul groceries from Valdez to Fairbanks for 87 cents. 

Mr. Barron. What is your rate now? 

Mr. Cuapapos. In order to operate at a fair profit—I can’t quote 
you tariff rates right at the moment, but you’d have to have about $1.50, 
$1.50 per hundredweight in order to operate. That would give us, 
would not only cover operating costs but would provide a small profit. 

Mr. Movutper. But if you didn’t have to pay that docking charge 
you could come close to doing it today ? 

Mr. Cuapapos. That’s right. 

Mr. Movutper. In other words, they’re absorbing that. 

Mr. Barton. In other words, the railroad has a rate of approxi- 
mately 87 cents a hundred from Seward to Fairbanks, but in your 
opinion it would take about $1.50 for a trucker to cover his cost and 
provide a small profit. 

You don’t recall what the truck rate is at present ? 

Mr. Cuapapos. Well, there are many tariffs on file with the Inter- 
state Commerce Commission covering the cost of transportation be- 
tween Valdez and Fairbanks. 

Mr. Barron. Groceries? 

Mr. Cuapapos. Yes. We are are required, of course, and have had 
to file tariffs with the Interstate Commerce Commission, and we have 
been restricted as to—that is, we have been under the impression that 
we are not able to quote anything but just single commodity rates. 

Of course, we can make, we can then make exceptions to that rate 
and I believe that in our own tariff we have made an exception in the 
case of groceries. Unfortunately, I haven’t the information with me 
and I neglected to check on that before I came to this hearing. 

Mr. Barton. Well, ordinarily grocery rates provide for mixtures 
of commodities. Can you furnish us your rates or some representa- 
tive rates from Valdez to Fairbanks, for the record ? 

Mr. Cuapapos. Yes. 

Mr. Barton. One more question, sir. 

You say in your opinion these Alaska Railroad rates were published 
as local rates, rather than through rates from Seattle. 

Do you know that to be correct? Or is it possible that they have a 
through rate from Seattle to Fairbanks by way of Seward, and it’s 
impossible to tell without looking at the rate what the divisions be- 
tween the various areas are? 

Mr. Cuapapos. I’m not sure that I did mention anything about 
local rates, but I’m sure it’s common knowledge that the railroad pub- 
lishes a tariff that quotes through rates from Seattle and other ports 
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along the west coast. But the tariff that’s used by the public doesn’t 
indicate the percentages that are allowed for the various portions 
of that haul. 

Senator Bartuett. I understood that this 87 cents was a local rate, 
for groceries. 

Mr. Cuapapos. Assuming that the railroad or any other carrier 
moving freight from the coast to the interior has to meet the same cost 
of transporting it from Seattle to the port of discharge, then I used 
as a basis for determining that figure the rate that it costs the Alaska 
trucker to move it across the dock at Valdez, and deducted that from 
the rate which the railroad presently quotes for that particular item, 
and that leaves this figure approximately of 87 cents, and that’s the 
only way that I can see at this point to arrive at that figure. 

Senator Bartietr. These are not published as local rates so you 
have no way of knowing and it’s possible that the water carrier in 
taking a smaller division might be absorbing some of that reduction, 
isn’t it? 

Mr. Cuapapos. It’s possible; I have no way of knowing otherwise. 

Senator Bartierr. Thank you, sir. 

Mr. Moutper. Mr, Chairman, I want to ask another question. 

Mr. Crapapos, Yes, sir? 

Mr. Movutper. First I want to say that the purpose of these hearings 
as brought about by Senator Bartlett is for the purpose of securing 
the facts and information to submit to the Senate and Congress, the 
House of Representatives in Congress to aid them in finding the solu- 
tion to the problems that are presented. What action will be taken, 
I don’t know. It will depend upon what the facts are on the record 
a what is presented to Ceingireas and what action the Congress may 
take. 

But Senator Bartlett asked you a question in the beginning which 
interests me. He asked if the railroad, the Alaska Railroad, would 
be compelled to increase its rates in the event it is brought under 
the jurisdiction of the rules and regulations of the Interstate Com- 
merce Commission ? 

I understand the law to be, of course, that no railroad in any State 
is required to increase it rates because being under the jurisdiction 
of the Interstate Commerce Commission that the railroad must ini- 
tiate its own proceedings to petition and to request an increase in 
rates, and that no such action would be mandatory unless they them- 
selves can present reasons and justifications to support the increase 
in rates. 

And this same thing is true of the railroad as it now exists and is 
operated. It can increase its rates at any time it sees fit to do so; 
isn’t that so? 

Mr. Cuapapos. That’s true. 

Mr. Movutper. That’s all Mr. Chairman. 

Senator Bartiert. Mr. Perley ? 

Mr. Pertry. No questions. 

Senator Barrrerr. Thank you for a very informative statement, 
Mr. Chapados. 

Mr, Cuapapos. Thanks very much, sir. 

Senator Barturrr. Mr. Rogge. 
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STATEMENT OF GENE ROGGE, OWNER, SOURDOUGH FREIGHT 
LINES, FAIRBANKS, ALASKA 


Mr. Rocce. My name is Gene Rogge. I am the operating owner 
of Sourdough Freight Lines, 1111 Gilliam Way, Fairbanks, Alaska. 
I have, been in the trucking business in this part of the country 
around Fairbanks to Valdez since 1929. 

I have something I want to read to you that I sketched up—what 
happened while I’ve been in this business. 

J am the operating owner of Sourdough Freight Lines. I have been 
so engaged continuously since 1929. My principal haul has been be- 
tween Valdez and Fairbanks, 

In 1933 I was required to pay $150 license fee for operating on the 
Richardson Highway, which fee remained in effect until 1934 when 
the Department of the Interior imposed a 214-cent. ton-mile toll on 
trucks hauling through freight from Valdez. 

This toll was collected by cash at Big Delta, and amounted to $9.27 
per ton between Valdez and Fairbanks, which nearly finished all of 
the truckers. It took a lot of us, It broke me, but I’ve come back in 
again, 

This toll did not apply, however, to any other trucking except 
through hauls between Valdez and Fairbanks, the only route into 
interior Alaska besides the railroad. 

Added to this burden, the railroad adopted another handicap to 
truckers by reducing its summer rates to considerably below its win- 
ter rates when the Valdez Road was closed. 

The summer rate began June 1 and was effective until October 1 
and this policy continued until 1942, when war changed matters an 
the Army Giese the Tanana River and the toll ended. We never 
learned on what authority it ended. The Department of Interior has 
always seemed to do just as it wished. 

I believe, Senator, that you were in that country at that time? 

Senator Bartuerr. No, I was back in Washington working for 
Tony Diamond when the fracas developed at the ferry. I heard about 
it, though. In your opinion, Gene, has the Alaska Railroad always 
sought to erect barriers or to hinder the operation of the truckers? 

Mr. Rogar, That’s my belief, yes. 

Senator Barret. you have any evidence that rates are lower 
seasonally by the railroad as a weapon against the truckers ? 

Mr. Rogen, Well, not any more. That fell by the wayside. 

Senator Barttett. The lowering in the summer and increasing in 
the winter is a thing of the past 

Mr. Rogge. That’s right. 

Senator Bartietr. How many trucks do you operate? 

Mr. Roacr. Right now I’m operating one. I have operated as 
high as 10, 12, and at one time during the war years we had 168 trucks 
going up here. 

Senator Bartierr. Things are getting tougher ? 

Mr. Roaex. Things are getting tougher; that’s right. 

Senator Barrietr. Well, do you haul for a number of people in 


Fairbanks, or principally for small numbers, or even one ? 
Mr. Rocz. No, I haul for quite a few different people in Fairbanks. 
The reason that is, I have to go for the higher classed freights. In 








ALASKAN AND HAWAIIAN TRANSPORTATION 325 


other words, I can’t compete with some of the low rates on complete 
carloads of groceries. On the big carloads of groceries I can’t 
compete. 

Senator Bartierr. Do you operate the year around ? 

Mr. Rogar. Yes, I do. 

Senator Barrierr. Thank you, Gene, for appearing before the com- 
mittee and giving your statement. 

Before asking Representative Moulder if he has any questions, the 
chairman will say in his own behalf that before the first morning ses- 
nen is concluded he generally gets around to introducing everyone in 
the party. 

He skips a few at first, and right now there is in my focus another 
valued member of the group, who has given us much assistance, 
especially in the bills relating to economic regulation, and I refer to 
Fred Lorden, of the Western Highway Institute. 

Stand up, Fred, so they can see you. 

Representative Moulder? 

Mr. Movutper. Mr. Chairman, I have no questions to ask. 

Senator Barrierr. Mr. Barton? 

Mr. Barton. Thank you, sir. 

Mr. Rogge, you stated that these restrictive practices, as you term 
them, of the Alaska Railroad against the truckers, are no longer in 
existence, is that correct? 

Mr. Roccr. That lowering of the rates in the summer, yes, that’s 
true. 

Mr. Barton. Are there any current practices that you consider—— 

Mr. Rocce. Well, there is one statement I would like to add to 
Mr. Chapados’ statement. 

I don’t think he pointed out quite clearly the rate between Valdez 
and Fairbanks for most of the truckers now on group 1 groceries is 
$1.30 a hundred. That’s what we get out of it. 

If the railroad were compelled to pay wharfage and handling 
charges in Seward, our rates would be right with theirs, or very close, 
a few cents a hundred, if they were compelled to pay that wharfage 
and handling in Seward. 

Mr. Barton. Do you agree that this $1.30 rate is not a compensa- 
tory rate? Or can you get by on it and make any money ? ; 

Mr. Roger. Yes, $1.80, yes, I can operate on $1.30, that is, with 
some of the higher tariff freight that we haul. 

Mr. Barton. What do you think of this $1.50 rate Mr. Chapados 
mentioned? Of course, that would be desirable, wouldn’t it—it 
would be a little more cushion, a little more profit ? 

Mr. Rocce. Well, yes, you could operate like you should be able to 
operate. 

a % Barton. You think then it would be well to have some regula- 
tory body that would have jurisdiction over the level of these rates 
rather than having yours subject to regulation and the Alaska Rail- 
road’s free to be adjusted as the management sees fit ? 

Mr. Roger. Well, the way I look at it, if the Interstate Commerce 
Commission comes up here and intends to regulate the truckers, they’re 
certainly going to have to do something with the railroad, ,or the 
eee are not going to be regulated either, they won’t stand still 

or it. 
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Mr. Barron. Thank you, sir. 

Mr. Pertey. Mr. Chairman, I have a question. 

Senator Barrett. Go right ahead. 

Mr. Pertrey. As I understood your question a moment ago, it’s in 
line with what was discussed awhile ago, that is that the Government 
owns the docking facilities there? 

Mr. Roacr. At Seward? 

Mr. Prrtey. Yes. 

Mr. Roaer. Yes, that’s right. 

Mr. Perey. And if the Government would provide you with the 
same facilities and access to it as the railroad has, and provide you 
with Government employees to operate and run it, as you are a tax- 
payer and entitled to the same facilities that are there, then you could 
charge the same rates that they charge for operating or transporting 
the freight ? 

Mr. Rocce. Yes, you’re right; if we had the same facilities or could 

et the same deal, where our freight is loaded into our vans and when 
it gets up to Fairbanks and is unloaded there—— 
ir. Pertey. That’s the point I’m making. 

Mr. Roce. That’s right. 

Mr. Perey. But the Government is providing all this at the tax- 
payer’s expense—— 

Mr. Roeer. That’s right. 

Mr. Perrier. So your position is, why shouldn’t you be given the 
same privileges? Is that the way I understand you? 

Mr. Roser. That’s right. 

Senator Bartierr. Thank you, Gene. 

Mr. Roger. Thank you, Senator. I’ll give you these copies. 

Senator Bartiert. All right; thank you. 

Mr. Roger. Thank you very much. 

Senator Bartietr. The fact that the legislation before the com- 
mittee is not only of local or State interest, but has instead a nation- 
wide application in many respects, is demonstrated by the fact that 
the American Association of Railroads has sent one of its top officials 
to Alaska to be with us on the trip and he has just entered the hearing 
room. 

I would like to introduce to the group Mr. William Thompson. 

Our next witness is Leo Schlotfeldt, president and manager of 
Sourdough Express, Inc., Fairbanks, Alaska. 


STATEMENT OF LEO SCHLOTFELDT, PRESIDENT AND GENERAL 
MANAGER, SOURDOUGH EXPRESS, INC., FAIRBANKS, ALASKA 


Mr. Scutorretpt. My name is Leo Schlotfeldt, president and man- 
ager of Sourdough Express, Inc., the oldest or one of the oldest trans- 
fer companies in the interior, and a member of the Alaska Carriers’ 
Association. 

I would like to present the following testimony to the Commission 
in the hope that it wil give you a clearer picture of our problems here. 

I took over the management of our company in 1942, at which time 
a good portion of our revenue was derived from delivery of less-than- 
carlot lots and carload lots of freight from the Alaska Railroad to 
the various business establishments in this area. 
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In 1948 our gross revenue from this source was approximately 
$13,500, employing two men and two trucks. 

This increased in the years to follow until we had a gross revenue 
of $21,000 and employed three men, approximately three men and 
three trucks. 

In June 1954, the Alaska Railroad decided to make their own de- 
liveries from their yard to the various consignees, which automatically 
discontinued our services on less-than-carload-lot shipments. 

So during the course of the changeover, from the time when we 
hauled a substantial amount of the freight coming into Fairbanks by 
rail to when we hauled virtually none, the railroad requested that this 
company and several other Fairbanks transfer companies, submit our 
bottom figure for continuing the haul. 

All companies submitted figures close to mine and which were, to 
my knowledge, an extremely low figure based on the use of “written 
off” equipment and “fill-in type” of work to keep going during this 
period when there was no incoming freight. 

At least, that was our reasoning in submitting the low figure we 
did, feeling that by maintaining a crew and equipment that would be 
capable of handling the incoming freight during the maximum 
periods and using fill-in type of work during the slower periods, we 
could give the railroad both good service and a very low price. 

All our rates, however low, were not attractive to the railroad, as 
they evidently thought they could haul for less expense. 

Subsequent to that time a container service has been established for 
carload lots delivered to the customer’s place of busines, which I have 
little knowledge of, as it finished my carload deliveries. 

Thank you, 

Senator Bartitett. Representative Moulder? 

Mr. Moutper. Mr. Chairman, I want to ask, I have heard this term 
used, “container service.” Would you explain that to me? 

Mr. Scuuorrexpr. I beg your pardon ? 

Mr. Movutper. What is container service? 

Mr. Scuuorretpr. It is a service whereby the shipper or the railroad 
use a special container loaded in Seattle originally and it’s unloaded at 
destination. 

Senator Barriett. Well, do you mean a number of articles are 
placed in one container ? 

_Mr. Scuotretpt. That’s right; it eliminates wharfage on various 
s1zes. 

Mr. Moutprer. I have no other questions, Mr. Chairman. 

Senator Barrierr. Leo, did this business which you lost constitute 
a rather substantial share of your total ? 

Mr. Scuiorrevpr. It did at that time. 

Senator Bartrierr. Did you ever hear why the railroad decided 
to perform delivery itself? 

Mr. Scuiotretpr. Not directly. 

Senator Barriert. Did you hear any rumors? 

Mr. Scuiotreipr. No. 

Senator Bartierr. Were other local express companies or truckers 
engaged in this particular operation in addition to your own? 

fr. Scu.orreipr. Yes. 
Senator Barrierr. How many others, do you know? 
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Mr. Scuuotretpt. Sig Wold Transfer & Storage, Pioneer Express, 

Flying Saucer Delivery Service. 

he Railroad granted a contract for less-than-carload-lot delivery 
of freight to the Flying Saucer, who was low bidder on one of our 
requests for bids on less-than-carload lots, and his bid was so low 
that he went broke, so the railroad took the job over themselves. 
In my opinion they should have given it to the next highest bidder. 

Senator Bartierr. And they still perform the service with their 
own trucks 

Mr. Scuuorrexpt. Yes. 

Senator Bartierr. And their own employees? 

Mr. Scuuorrevpr. Yes. 

Senator Bartierr. Mr. Barton? 

Mr. Barton. Thank you, sir. 

When you speak of “incoming freight,” Mr. Schlotfeldt, what do 
you mean ¢ 

Mr. Scuvorrexpr. Freight that’s delivered over the railroad to 
Fairbanks. 

Most of our business was hauling carloads of groceries and less- 
than-carload-lot stuff to the local merchants, from the railhead. 

Mr. Barton. I take it that even though the figure you quoted the 
Alaska Railroad, as you state, took into account only fully depre- 
ciated equipment and the fact that this work would just be the 
fill-in type, that the rate submitted was not satisfactory. And that 
consequently the railroad rendered the service itself and continues 
to do so? 

Mr. Scuvorreipt. That’s right. 

Mr. Barton. What sort of a rate would you have to have in order 
to render this service profitably, Mr. Schlotfeldt ? 

Mr. Scuiotre pr. Well, on the container service, I don’t know, 
ee as I stated in my testimony, we haven’t had any experince 
with it. 

Mr. Barton. At the time that you were doing it without the con- 
tainers, what would have been a fair rate ? 

Mr. Scuuorrerpr. At that time, our per ton was approximately 
S a ton for delivery from the rail to the local merchants, in carload 
ots. 

Mr. Barton. Yes. Was there any pickup traffic in town that you 
could have handled ? 

Mr. Scu.otretpr. Do you mean on southbound shipments? 

Mr. Barron. Yes. 

Mr. Scuuorretpr. Fairbanks doesn’t have very many southbound 
shipments. 

Mr. Barton. Such traffic is not important ? 

Mr. Scuvotrexpr. It’s not important. 

Mr. Barton. Are you prepared to handle these containers, sir, if 
given an opportunity ? 

Mr. Scuuiorreipt. Yes. We would have to reequip or revamp some 
of our equipment but we’re always ee to handle any type of 
freight, if we have an opportunity to bid. 

Mr. Barron. In other words, you’d like to be able to charge a fair 
rate and be able to render the service? 

Mr. Scuuotrreipr. Yes, sir. 
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Mr. Barton. I see; thank you, sir. 

Senator Bartietr. Thank you, Leo. 

Is Mr. Clyde Geraghty in the room? 

Mr. Kemer. Mr. Chairman, my name is Everett Kemp, and I have 
been assembling this matter. If we could break in at this point— 
Mr. Geraghty had to go to Big Delta, unavoidably, and Mr. Geraghty 
is getting information. 

enator Bartietr. How about Earl. Are you ready, Mr. Pilgrim? 


STATEMENT OF EARL PILGRIM, FAIRBANKS, ALASKA 


Mr. Pirertm. Mr. Chairman, my name is Earl Pilgrim, Stampede 
Antimony Mine, Box No. 1896, Fairbanks, Alaska. I came to Alaska 
first in 1915 to work in the Treadwell mines, and I have been a perma- 
nent resident of Alaska since 1922. 

I am a mining engineer and I’ve been occupied in mining practically 
all of this time. 

I am the owner of the Stampede Antimony Mine, which has a trans- 
portation problem of getting ores to the States from here. 

We have shipped almost 4,000 tons of ore out of Alaska, all south- 
bound, it had to be; we shipped ore to Perth Amboy, N.J.; we've 
shipped to Baltimore, Md., to Chicago, to Granite City, Ill., which 
is close to Chicago; to Whiting, Ind., Cleveland, Indianapolis, St. 
Louis, Los Angeles, Portland, Oreg., and Kobe, Japan. 

We have probably the best and most high-grade ore of any mine 
in the United States and North America. But we are shut down 
now and have been shut down for 3 years because of all the costs ~vyhich 
have accumulated. 

Transportation is one of our biggest costs. It has reached a point 
where I do not know of any solution for the problem of shipping 
freight from interior Alaska to the States, or even the problem of 
getting supplies in here. They’ve just reached that proportion, so 
we're stuck and out of luck now. 

Mr. Movrprer. What kind of ore is this? 

Mr. Pirerrm. Antimony. 

In 1936 we started operating the Stampede mine and at that time 
the Alaska Railroad gave us a rate of $10 a ton from the railroad, 
lignite on the railroad, to Seattle. That imcluded wharfage and 
everything else. We shipped—some of that ore went to Los Angeles, 
and to some of these othe places. We could load it over the side 
in Seattle to another vessel, for no charge, and deliver it to Los 
Angeles for $3 additional. 

e shipped to Perth Amboy, N.J., for $7 from Seattle, making a 
total cost of $17 from here. From here to Perth Amboy, N.J. 

In 1956 I made one shipment to Baltimore, Md., to the Glidden 
people there, which cost us $105 to put it to Baltimore, Md. 

enator Bartietr. One ton ? 

Mr. Pitertm. That was $105 a ton; yes, sir. This was a shipment 
of 30-some-odd tons. That particular shipment, they wanted it in 
a hurry in Baltimore, so I inquired about shipping it with Coastwise 
Steamship Co. to San Francisco and then across the country by rail. 
It would have cost me $60 a ton higher to go by rail to Baltimore than 
by boat around through the canal. 
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I don’t know of any solution for this problem. We used to ship, 
as I said, for $10 a ton; now the Alaska Railroad wants about $382 
a ton to put the ore in Seattle. 

In 1956 and also in the spring of 1957 I made shipments to Kobe, 
Japan, which cost me from Alaska $100, It’s cheaper to ship clear 
across the Pacific than it is to ship to Balitmore, Md. The ore that 
we orenme to Baltimore was the highest grade ore that they had ever 
received, and still this mine is idle. There are other propositions up 
— _— could be worked if the transportation problem could be 
solved. 

Senator Barriert. Earl, how did you finally ship that ore—by 
rail from San Francisco or around through the canal ? 

Mr. Piuvertm. Yes, sir. 

Senator Bartierr. Which way? 

Mr. Puertw. By—I forget the name of the company but it was 
transferred in San Francisco. We were charged $5 and something in 
San Francisco, a ton, to transfer it from the dock over to Oakland 
to put it on another line to go through he canal. 

enator Bartierr, You did go through the canal, then ? 

Mr. Piuerm. Yes, sir. 

Senator Bartierr. Well, from what you said the Alaska Railroad 
in the thirties charged $10 a ton, and now it charges a bit over $30? 

Mr. Pitertm., $32 approximately, which includes the wharfage and 
longshoring and all that. ; 

Senator Bartierr. And yet. the increase has been larger on a per- 
centage basis after you hit Seattle, apparently ? 

Mr. Pirertm. Yes. I don’t hold it against the Alaska Railroad. 
They all want backhaul. The Alaska Railroad, all the carriers up 
here are talking about a backhaul, but they refuse to give me any 
special rate. 

I’ve talked with truckers here in Fairbanks who go back from here 
empty to the States, all the way to the States, and they tell me what 
they could haul very cheap, but we happen to be 110 miles from 
Fairbanks and have no road connecting us with Fairbanks. 

The A.T.A. also told me before they were kicked out of Alaska that 
they would haul my ore from my mine by airplane to Seattle for 
nothing—they could haul it if the Civil Aeronautics Administration 
would grant. permission to haul it. 

Senator Bartierr., What is antimony used for? 
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.\Mr. Prrerm, It’s used for hardening lead in the form of storage. 


batteries, and lead cable covering and such purposes. It’s used for 
fire repellant or retardant pigments. The trioxide is the whitest of 
all. known materials. It’s used in ceramics, But there isn’t a great 
deal of use—one trouble in the United States right now in the antimony 
business, there, isn’t: a mine operating in the whole United States. 

Senator Barttett.. Not one? 

Mr. Pirertm. Not one. And we’re all closed down, we’re suffering 
from.the same disease as lead, zinc, copper, tungsten, manganese, and 
all the rest. 

By the way, I happen to be the vice chairman of the American Anti- 
mony Committee. The antimony miners got together and formed 
this committee with the hopes of getting Congress to do something 
about these foreign imports. 
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Senator Barrierr. Where do they come from? 

Mr. Pirerim. Antimony comes in from Yugoslavia, Czechoslovakia, 
Bolivia, South Africa, Mexico, and some from Communist China, 
which comes in by way of Hong Kong to the British Isles and then 
into the United States. 

Senator Barrierr. I thought we prohibited imports of everything 
from Communist China. 

Mr. Pitertm. That, sir, is what most people believe. 

Senator Barruerr. Mr. Baynton, the counsel, suggests that Eng- 
land buys it and then sells it to us. 

Mr. Prrerim. That’s right. Newcastle for centuries has been a 
great smelting point, and they ship in ores from all over the world 
and smelt them. 

By the way, at the time, at the same time the British were complain- 
ing about us, if we put a tariff on foreign antimony, metal, or ores 
coming into the United States, at the very same time their ‘treasury 
department, which doesn’t have to do this through Congress, slapped 
a, I think it was 4 cents a pound on antimony ore and metal coming 
into the British Isles. 

Yugoslavia was selling them refined metal and some ores, so they 
slapped that on, just like that at the same time our Congress was 
fidgeting around and arguing about it and the State Department was 
tering them how harmful it would be to antagonize the foreign 

riends. 

Senator Bartietr. How many tons a year do we consume in the 
United States ? 

Mr. Pirerrm. About 20,000 tons. 

Senator Barriert. And for national defense antimony is absolutely 
essential, is it not? 

Mr. Prrarm. It i is, yes, in time of war. 

Senator Barrierr. Where are the antimony mines in the United 
States—which are not.operating ? 

Mr. Pirertm. Idaho and Nevada. 

Senator Barrierr. Isee. And could we produce from the existing 
mines in the United States all the antimony required for domestic use! 

Mr. Piterm. Probably we could. Of course, most. of the: mines 
have been—as the Eskimo says, they’re “peluk,”—there’s nothing left. 

They have given us the ghost. A few of them operated during the. 
war, but. sinee then they just haven’t had a chance because the ores and 
metals have been flooding into this country. 

You Congressmen are from Missouri; you know the situation in the 
lead and zinc; mines.» And Montana is, suffering from copper—Ari- 
zona, Idaho, Nevada—they’re all suffering from that same problem» 
Utah, Colorado. 

Senator Barrierr,: What are your reserves in the Stampede mine? 
Or is that company information which you prefer not, to divulge? 

Mr. Puertm. No; I wish I knew. Since the war we’ve been so 
hard put trying to put the thing alive that we haven’t developed 
— We haven’t had an opportunity. 

I did spend $62,000 in a defense mineral exploration project, and 
which broke me to finish it. I thought we would get some ore ship- 
ments w while ah was going on, but we just couldn’t. We do have 
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enough that we could make an appreciable contribution to the national 
needs of antimony—and it’s not only our property, here in Alaska— 
Alaska is blessed, if you’d call it a blessing, to have something you 
can’t sell, with considerable antimony. And there’s other properties 
that have produced; over in the Seward Peninsula and here in the 
interior, and down the coast. I could list probably 50 prospects where 
it wouldn’t take them too long to produce—to get into production. 

Like tungsten, we had no tungsten, apparently, until the Korean 
business came on and the mines and prospectors started out and got 
business, and pretty soon we were producing enough tungsten to sat- 
isfy all the needs of the United States. And then the House killed 
the Senate bill—I forget the number of it—— 

Senator Bartierr. On stockpiling? 

Mr. Pirertm. No, it was a bill to, for a bonus for tungsten miners. 

Senator Bartierr. A bonus. 

Mr. Prrertmm. A bonus; it wasn’t a stockpile; and they killed it 
overnight. They refused to. Most of those miners were little guys 
like me. They weren't wealthy men; they were men that had gone to 
work and worked by themselves, three or four men or half a dozen 
that had built up little mines that were producing. Just overnight 
they were wiped out. 

enator Bartietr. Well, that’s not altogether unusual, Earl. The 
Treasury Department won’t even approve my bill to raise the price 
of gold to $70 an ounce. [Laughter. | 

epresentative Moulder ? 

Mr. Movtper. Mr. Chairman; I wish to say that you have made a 

very interesting and informative statement. 

en you mentioned the countries a while ago, Red China, you 
also mentioned Yugoslavia, which I understand of course is just as 
communistic, except it’s a different brand. 

Mr. Pirerm. Yes. 

Mr. Moutprr. The movements of those materials coming into this 
country come in as I understand it under so-called reciprocity trade 
agreements, which is under the jurisdiction of the President and the 

partment of State. 

Mr. Pitertm. That’s right. 

Mr. Movutprr. It depends on the philosophy one has, whether he is 
an internationalist or an isolationist. I am neither, and assume you 
are not, but neither do I have “foreignitis,” like a lot of people: I 
certainly agree with you in your stand to protect our own industry 
and our own resources first. 

Mr. Priertm. Secretary Seaton—in 1958, in March, I was back in 
Washington and testified, and the miners, all of them were there cry- 
ing on each other’s shoulders. They all wanted, most of them wanted 
a tariff or duty of some sort which would not tax the taxpayers as 
much, it would make those foreigners pay a little bit toward it; some- 
thing like the wool program, or the sugar. However, Secretary 
Seaton, he introduced a bill on that, but the Secretary of Interior 
testified that that would antagonize their foreign enemies, and so they 
recommended a subsidy. Nobody wants a subsidy. That’s what the 
farmers are getting. The miners, I know they want a chance. 

Mr. Movtper. Almost every industry is under some form of sub- 
sidy, direct or indirect. 
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Mr. Pitertmm. That’s true in a way, but I think the wool program 
is working, and that would satisfy us or even a quota system. 

Mr. Moutprr. The only objectors 

Mr. Pitertm. The only objectors to the quota system of permitting 
minerals in here are the foreign—or the domestic smelters who ship 
in their ore, the lead and zine smelters who ship in ore from Mexico 
and other places, and they don’t want a duty—or, they don’t want 
quotas; they want to have free access to all the ore they can get. But 
I think that the quota would be the best and the easiest to administer 
once you started and got in operation; the first year or two there’d 
be trouble, but 

Senator Bartiert. Mr. Barton? 

Mr. Barron. Mr. Pilgrim, what adjustment in transportation rates 
would be required to allow you to market your product in the south 
48 States? 

Mr. Prerm. Well, if the price was a little bit higher than it is now. 

Mr. Barton. What is the price now ? 

Mr. Pirertm. The price right now on ores is around $3.10 a unit. 
A unit is 1 percent of a ton. In other words, if the ore runs 50 percent 
lead or 50 percent antimony, it contains 50 units. The price of anti- 
mony now is quoted by the Engineering Mining Journal market quota- 
tion as about $3.10, and that would make 60 percent ore worth a little 
bit under $200 a ton, and that’s a pretty low price. 

We got $6 a unit during the Korean war in 1951—we received $6 a 
‘unit for our ore, and we only received $1.80 a unit during the war, but 
we had all this cheaper cost, too. 

But I would say that on a $3.60 unit I could operate right now. 

Senator Bartierr. And pay the—— 

Mr. Pixrerrm. And pay the present rates. 

Mr. Barron. That’s 50 cents more than you’re getting now ? 

Mr. Pirermm. Yes, sir. And that isn’t a high price, by any means. 
We’ve sold lots of ore at $4 a unit, and between $4 and $6. 

Mr. Barton. Is your mine directly on the Alaska Railroad ? 

Mr. Prrertm. No, it’s 50 miles west of the Alaska Railroad. That’s 
another need, what we need is a highway there to connect with the 
Alaska Railroad. We haul this ore either with tractors and sleds or 
we've flown it in planes. We’ve built our own runway at the mine and 
we've flown 350 tons of ore in DC-3’s and C-54 planes and a C—64 can 
-haul about 6 tons. 

Mr. Barton. Thank you, Mr. Pilgrim. 

Senator Bartierr. Thank you, Mr. Pilgrim. 

The committee will stand in recess until 1:30, at which time we hope 
‘to proceed with the taking of testimony on transportation bills. 

(At 12 o’clock noon on Thursday, October 29, 1959, the hearing was 
-adjourned to reconvene at 1:30 p.m.) 








AFTERNOON SESSION 


Senator Bartierr. The meeting will be in order. 

The committee is pleased to have Mr. Laurence Walrath, member 
‘of the Interstate Commerce Commission, who is accompanied by Mr. 
Henry Whitehouse, attorney for the Commission. It is my under- 
‘standing that Commissioner Walrath does not appear at this time to 
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make any statement or statements on any bill or bills before the com- 
mittee, but to answer or rather to explain some matters which have 
been previously raised, and we will be very glad to hear from you, 
Commissioner Walrath. 


STATEMENT OF HON. LAURENCE WALRATH, MEMBER, 
INTERSTATE COMMERCE COMMISSION 


Commissioner WatratH. Thank you, Mr. Chairman. That’s en- 
tirely correct. As the committees of the Senate and the House both 
know, we have to a large extent offered our official testimony in con- 
nection with the bills in the hearings which have been held in Wash- 
ington. 

That’s with the exception of the two bills that deal with the joint 
boards. They were not—had not been introduced at the time we ap- 
peared last before the House committee. 

But during the course of the hearings here in Alaska many questions 
have come up, some of which, Mr. Chairman, you have indicated on 
the record that, when the time came at Fairbanks as we began to reach 
the end of our hearing process, you might like to ask us about them. 

One of those, as I recall, was some comment that you indicated you 
might like in connection with Mr. John Kinnaird’s testimony in behalf 
of Consolidated Freightways and the Garrison Fast Freight Division. 

I think I know what you had in mind, but I’m a little reluctant to 
jumptoit. Id be glad to answer any questions. 

= Barttett. Your presumption is justified. Just go right 
ahead. 

Commissioner WatraTH. All right, sir. 

Well, Mr. Kinnaird, of course, is a very, very able witness, and spoke 
with great sincerity, great conviction, and from his viewpoint I could 
understand his feeling. But beginning about pages 6, 7, and 8 of 
his testimony, ashe offered his prepared statement, he indicated that 
one of the, fears of Consolidated Freightways and Garrison Fast 
Freight in connection with our bill, our proposed bill, one which the 
Commission recommended, S. 1507, that that would appear super- 
ficially to provide the mechanics through which single factor rates 
could be built. 

I believe Congressman Moulder asked him a question about the use 
of the word “superficial,” or perhaps you did, and he indicated then 
that his use of that phrase, his fear,;was based on the uncertainty of 
the legal status with which the Commission would view Garrison 
Fast Freight Division through the passage of the several bills, and he 
was afraid that legally they might be considered as a freight for- 
warder, because of the nature of their operation. 

For his reassurance and that of the many persons who are con- 
cerned, interested in joint rates and through rates, I think I could 
safely say that the Commission would view Garrison Fast Freight 
and its operation both stateside and here in Alaska as a motor car- 
rier operation. i 

I don’t see that it’s necessarily inconsistent even with their con- 
tinued status as a water carrier nonvessel for the purposes of dealing 
with overseas shipments. They may very well under the Maritime 
Merchant. Marine Act occupy one status and entirely a different one 
under the Interstate Commerce Act. 
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Now, supporting our considered view that so far as we are con- 
cerned in domestic transportation that they are a motor carrier rather 
than a freight forwarder is the fact that they do use more carrier 
equipment, the instrumentalities of transportation, the trailers which 
carry the boxes, or containers, they use the tractors, they perform all 
of these services that motor carriers do generally. 

I would be the last one, Mr. Chairman, to suggest that anything 
ought to be done to interrupt or interfere with the containerized 
handling of freight. It’s an innovation that all of us want to en- 
courage, as it offers economies, it offers efficiency, and we've all 
heard that carriers who engage in that can pass some of those econ- 
omies on to shippers. We believe that to be true. 

So I would not presume to suggest to the committee that we ought 
to create an artificial status for anyone and thereby interfere with 
transportation. But I think it is safe to say that Garrison Fast 
Freight is a motor carrier, as far as the Interstate Commerce Com- 
mission is concerned. 

I may not have covered the point you had in mind. 

Senator Bartierr. That certainly provides an answer to the point 
I have had in mind. Representative Moulder? 

Representative Moutper. I think it’s very clear. 

Mr. Watrratu. Could I suggest another question that’s almost 
inherent in S. 1507, Mr. Chairman ? 

Senator Bartierr. You may, sir. 

Commissioner Watratn. I’m a little surprised that we haven’t 
heard any testimony on this point. 

It’s pretty clear that under the Merchant Marine Act or the acts 
under which the Maritime Board operate, that the only water car- 
riage which is regulated by them, by the Maritime Board, are the 
common carriers, those who serve regularly from points to points. 

The act itself, and I can understand why, philosophically, it is that 
way, does not purport or even intend in the future, so far as we 
know, to regulate the irregular operations of water carriers on the 
high seas or contract operations. 

Now, in trying to think, like in Alaska, for the moment, if I may 

resume to do that, it seems to me that as the shippers of Alaska 
howin to depend upon a system of transportation, which I know they 
hope to have, as that system stabilizes itself, it will in effect entice 
those who may want to come in and take the cream of the traffic if they 
can do so on irregular or contract operations; carriers who now have 
no interest in serving the country—the State—in its developmental 
period may very well be enticed to do so on contract, on contract or 
irregular carriage, once the traffic flow has been built up to sufficient 
proportions. ; , 

So my suggestion, Mr. Chairman, as appears now, especially in our 
House recommendations, is that should the committees decide that 
the joint board approach is the better of the two approaches, either 
S. 2451 or S. 2452, even should you feel that is the proper way to 
approach it, nevertheless, I would urge that we not overlook the 
passage of S. 1507 with some appropriate amendment to it, at least 
to bring under regulation those carriers of the future who would 
not be regulated by the Maritime Board once the economy of Alaska 
expands to the point where it would attract them. 
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I think it is almost essential to the future of Alaska’s economy 
to have that, you might say that little loophole plugged before the 
trouble develops. There may be questions that you would like to 
ask about that. 

Senator Bartierr. Mr. Barton ? 

Mr. Barron. Mr. Walrath, in your opinion what effect would en- 
actment of S. 1507 and S. 1508 together have ¢ 

Mr, Watratu. Well, Mr. Barton, of course one of the things which 
prompted our Commission to recommend that to the Congress, the 
enactment of both of those bills, was the very apparent need for 
through routes and joint rates on movements from other points in 
the States to the State of Alaska and back. 

We’ve had it on a voluntary basis and without regulation up to 
the moment of statehood. By the act of statehood, the motor 
carriers were brought under regulation automatically. We know 
now that the Alaska Railroad presently is under no regulatory juris- 
diction. §S. 1508, of course, would bring them under the Interstate 
Commerce Commission as a railroad. S. 1507, if enacted, would 
bring the water carriers, not only the common carriers which the 
Maritime supervises, but the irregular and contract operators as well, 
and then once that were done, section 1 of the act, or section 15— 
in any event, part I of the act does provide for mandatory through 
routing and joint rates between water carriers and railroads, assum- 
ing both are under our jurisdiction, but not if one is either not 
regulated or not under the Interstate Commerce Act. 

Senator Bartierr. Not included in the act. 

Mr. Watratu. No. But of course the act does permit voluntary 
through routing with motor carriers. 

Mr. Mover. Mr. Walrath, you mentioned that the Alaska Rail- 
road if this legislation was not enacted would be unregulated. 

What would be the effect on motor carriers of such failure to reg- 
ulate the Alaska Railroad and at the same time have the motor ear- 
riers as they are now subject to ICC regulation ? 

Mr. Watrratu. Well, we have heard several witnesses here from 
the motor carrier standpoint tell us what they believed would happen. 

I can only give you a considered personal opinion on that, Bat I 
think, to begin with—and I’ve said this publicly before, Mr. Barton— 
that for one form of carriage to be regulated under the Interstate 
Commerce Act, and the keen, or perhaps its greatest competitor with- 
out regulation, is an untenable position, certainly, for the one under 
regulation. 

Personally, I would in that event urge our Commission to recom- 
mend to the Congress that they do something to alleviate the motor 
carriers of regulation if that were to be the case. 

Mr. Movutper. I guess you would agree that this situation would be 
aggravated by the fact that the principal competition—the principal 
competitor here that you saltereed to is the railroad—is a Government 


agency, with the resources of the Government behind it. 

Mr. Warratu. Yes, of course—I would be less than fair, I think, 
if I didn’t say frankly that the Alaska Railroad, as long as it is a 
Government-owned and operated railroad, may very well have certain 
inherent advantages that will permit it still to serve under a form 
of regulation—even under regulation differently in the application of 
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the Interstate Commerce Act than would be true of the privately 
owned railroads in our country. 

It would be prejudging the questions which might come before 
us to detail that too much, but certainly as a Government operation 
and with certain public purposes stated in its enabling act, develop- 
ment of the country and the very important national defense aspects 
of its operation—those things distinguish it from the average com- 
mercial, privately owned railroad. 

Mr. Moutprer. One more question, Mr. Walrath. 

As you know, the proposed legislation giving grandfather rights 
to carriers operating within Alaska and between the—between Alaska 
and the remainder of the States, did not become law in the last session 
of Congress. 

What effect will this have upon the operations of those that want 
grandfather rights ? 

Mr. Watratu. Well, unless and until the Congress enacts the 

randfather provisions, let’s say that up to this point they are operat- 
ing under temporary authorities which we granted pursuant to the 
powers given us by the present act. 

Those are designed, of course, to extend no more than 180 days from 
the date of the grant. But there is, it is possible, and we have done 
this, to extend those until the conclusion of a permanent application, 
and those have been filed in most cases for the carriers—in behalf 
of the carriers. So that presently they are operating under tem- 
porary authorities. But unless the grandfather rights are provided, 
then each of those carriers, in order to prove his right to continue to 
operate, will have to produce evidence of public convenience and 
necessity in the form of shipper testimony or something to establish 
on our records that there is a need for their services. 

And if we do that—that is, if we treated them that way—then it’s 
contrary to the manner in which we have treated other carriers when 
brought under regulation, beginning away to the Motor Carrier Act 
of 1935. 

Yes, Mr. Whitehouse suggests that that would add a great deal to 
their expense of becoming certificated carriers, which is true. 

Mr. Movtper. It would also add to the burden of the work of the 
Commission ¢ 

Mr. Watratu. I wasn’t going to plead our case, but it certainly 
would. [Laughter. | 

Senator Bartierr. Are there any other comments you would like 
to add on the matters you’ve heard covered in the testimony through- 
out our trip? 

Mr. Watratu. We have heard so much by so many eloquent wit- 
nesses that it’s a little difficult to know just what I might be able to 
do to help clarify your record. 

I’ve made some notes from time to time. I might take a look at 
them here. 

Senator Bartiterr. Do you want to wait a moment, Mr. Walrath ? 
There are some more questions coming, and maybe they’ll cover these. 

Mr. Warratn. They might, possibly. 

Senator Bartierr. And then we’ll give you a chance. Mr. Perley, 
did you have more questions? 

r. Pertey. No, that’s all I had. 
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Senator Bartiterr. Mr. Moulder? Mr. Perley? 

Mr. Pertey. Commissioner Walrath, you spoke a moment or two 
ago about part I of the Interstate Commerce Act providing for man- 
datory rates between land and water carriers. 

Does that mean that if one such carrier makes a demand that an- 
other join in a rate, it automatically follows, or does the Commission 
have to determine whether it’s an appropriate thing ? 

Mr. Watratu. The latter is the case, Mr. Perley, and I’ve found a 
reference to it now. It’s section 15(3). We call it section 15(3) for 
short. 

Mr. Pertey. What is the nature of the determination that the Com- 
mission has to make ? 

Mr. Watratu. It’s based upon this language, and perhaps the easi- 
est—it’s self-explanatory, I think. 

The Commission may, and it shall, whenever deemed by it to be necessary or 
desirable in the public interest, after full hearing upon complaint, or upon its 
own initiative without complaint, establish through routes and joint classifica- 
tions and joint rates, fares, or charges applicable to the transportation of pas- 
sengers or property by carriers subject to this part or by carriers by railroad 
i to this part and common carriers by water subject to this part [part 
And so forth. 

Mr. Pertey. One of the reasons I asked this question is that I 
thought perhaps one or some who keep hearing references to manda- 
tory joint rates might have the—get the impression that the proposal 
before the committee would be different than that, and I’m not too 
sure of whether it is or isn’t, but—I don’t know whether this is a fair 
question to ask you, but do you feel that in the mandatory joint rate 
provision which is before the committee one carrier could demand 
another join in such a rate, and that the other carrier would have no 
right to refuse under any circumstances ? 

Mr. Watrarn. I take it, Mr. Perley, that that’s the case or at least 
the legal intent of the language in S. 2451 that should be required. 
1 don’t read section 15(3) quite that way. 

Section 15(3), I think, requires a showing that the public interest 
requires it, and of course many of the carriers who have opposed 
the mandatory provision do so on the basis that they might be re- 
quired automatically to join with other carriers whose financial sta- 
bility was questionable, or whose method of operation didn’t fit prop- 
erly, and of course if those factors were shown to the Commission 
under 15(3) it would doubtless not be in the public interest to require 
such a joining. 

ut, assuming there is water and rail, and I would like to mention 
the fact that that would include stateside rail carriers as well as the 
Alaska Railroad if 1507 and 1508 were both enacted. 

Now, that would give to the shippers of Alaska the joint routing in 
proper cases where the public interest needed it. 

Now, if I might, Mr. Chairman, come to the stateside angle just a 
minute. We are all familiar with the fact that some 3 years ago the 
interests in Alaska sought to obtain a system of lower rates through 
joint routings and connections down there and were unsuccessful in 
that venture. 

I can’t say to you in fairness that it would be any different as far 
as rate level is concerned, but certainly the stateside carriers, the 
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Alaska Railroad and the water carriers connecting, could be required 
to effect joint routing—through routing and joint rates, if 1507 and 
1508 were passed. 

Mr. Moutprr. May I ask if that would probably result in cheaper 
rates ? 

Mr. WatratuH. Well, it’s historically done so, Mr. Moulder; yes. 
We’ve heard testimony, undisputed so far, I think, in these hearings 
that good sound joint routes and rates do produce economies for the 
carriers, which they can, if willing, pass on to shippers. 

Senator Bartierr. Mr. Walrath, referring to S. 1509, which has 
already been passed by the Senate, and which in substance but in 
different language is pending before the House of Representatives, I 
should like to call your attention to section 8 on page 11, which I'll 
hand you right now; the Senate committee in the Senate added a 
section, to which objection was made and testimony offered at An- 
chorage, on the grounds that it would freeze into position one, or 
was it perhaps, two forwarders, I think it was, and stop others from 
entering that trade. 

I wondered if you would have any comment to make on that ? 

Mr. Watratu. Well, yes, Mr. Chairman; I think we have already 
responded to a letter from your committee—I believe it was the Sen- 
ate committee—shortly before I came up here. Just a moment. 

Mr. Whitehouse reminds me, and I remember, it was a letter to 
your committee, Mr. Moulder, commenting upon the change in the 
Senate bill as passed from the one which was originally recommended. 

But, in any event, the Commission officially has suggested to the 
House committee, and which makes it possible for me to suggest it 
to you, for the Commission, that we thought the bill as originally pro- 
posed was adequate, and that there was no necessity which we saw 
for the addition which the Senate—for the addition of the Senate 
language. 

Now, that doesn’t answer the objection that was raised before you 
in Anchorage, I believe it was, about the admittedly inconsistent 
x dates that one of the carriers was anxious to have in 
effect. 

But, first of all, on the merits of this: This I know was intended by 
the Senate to remove some of the questions which Garrison Fast 
Freight, for one, had about their status under the new legislation, 
whether or not they would be a freight forwarder or motor carrier 
or whether they’d lose their status as a non-vessel-owning water car- 
rier, and of course what I told you earlier answers that, that phase 
of it, I think, and I might say that after the testimony in the Senate, 
after all hearings were concluded, before passage of the bill but after 
hearings were closed, the—one of the proceedings pending before our 
Commission became the order of the Commission without exception, 
in which the legal status of Garrison was determined to be a motor 
carrier; so that the legal question on our record is already settled, 
you might say. 

Now, as to the keeping open of the opportunity for others to come 
under this section 8, that, I would think would be a matter of con- 
gressional policy, not for me to say, except to point out that grand- 
fathering has always had a deadline on it, historically; it’s not kept 
open for the future. 
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Senator Bartierr. Thank you, Mr. Walrath. 

Now, S. 1507 would apply the Interstate Commerce Act to Alaska 
maritime transportation. 

S. 2452, on the other hand, would establish a joint board, and would 
permit the filing of through routes and joint rates. 

S. 2451 would establish a joint board and require the filing of—for 
thorough routes:and joint rates. 

Mr. Walrath, under the Joint Board proposal, would there be as 
much authority on the part of the joint board in respect to regulation 
of rates as under 1507 # 

Mr. WatratH. Well, Mr. Chairman, the use of the word “author- 
ity” 

Senator Barrierr. Or duty ? 

Mr. Watratnu. Perhaps I can discuss it on the basis of authority. 
I think the authority is there in the legislation you mention, so the 
Joint Board would have the authority to do what the purpose of the 
bill calls for. Whether it would work or not, as a practical matter, 
concerns me more personally, and I might say the Commission, it 
concerns the Commission more, unless there would be other changes 
in the proposed legislation. 

I ought to say in all fairness that I haven’t had a chance to study 
Mr. Stakem’s proposals for further changes in the bill. Many of 
them, simply hearing them sounded like they would be an improve- 
ment in 2452 or 2451, whichever one you found favorable. 

But I think we would need to go one step further, perhaps, to make 
it workable, and that would be to put in it some rule of ratemaking 
that would apply all the way through, perhaps general in nature but 
nevertheless to give us guidelines. 

The reason I say that is that the CAB and the Federal Maritime 
Board and the Interstate Commerce Commission have three separate, 
and very understandably separate, rules of ratemaking. In the case 
of the Civil Aeronautics Board, and I assume under FAA it’s also 
true, they have certain promotional duties. Along with regulation 
of rates they also have, they also are charged with a certain measure 
of encouragement of that form of transportation and in their rate- 
making practices they seem from our viewpoint as an outsider to have 
taken that into consideration. They don’t always approve rate in- 
creases or decreases based upon the economics of the situation, but 
sometimes weigh in the balance the public interest and perhaps aiding 
it with subsidy. 

The Federal Maritime Board is in much that same situation. 
Again, I speak as a layman, not as an expert. But I think that the 
general basis of maritime regulation has implicit in it the conscious- 
ness of foreign bottom competition, which probably is the reason that 
in the Maritime Act itself, or the Merchant Marine Act, the reference 
to rates is that they must file their maximum rates, and I think we 
depend then on foreign competition to push those rates to their lowest 

ractical level. But it isn’t phrased like the Interstate Commerce Act. 
o we’d be dealing with three different phases of ratemaking in the 
Joint Board, and that gives me great concern, Mr. Chairman. 

Mr. Barton. Mr. Chairman, may I ask a question? 

Senator Bartierr. I beg your pardon? 

Mr. Barton. I was just going to say, it gave the Comptroller Gen- 
eral of the United States concern also. 
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Mr. Wareatu. Yes, sir. I hadn’t heard that. 

Mr. Barron. Mr. Walrath, what would you think of amending one 
of these Joint Board proposals to apply the appropriate provisions 
of the Interstate Commerce Act to be administered by the Joint Board. 
Would that not simplify the conflicting legal authorities of these 
various boards? 

Mr. Watratu. Well, I would think so, Mr. Barton. I wouldn’t 
want it to sound like I think our rule of ratemaking is the only rule 
that’s proper for our country. 

Since we’re dealing with domestic transportation and through rout- 
ing and joint rates on domestic traffic—that’s what we’re talking about 
with reference to Alaska—then I think that the ICC rule of rate- 
making as provided in section 15(a), as amended, is—would be a very 
helpful change in the bill. . 

Senator Bartietr. May I read the pertinent paragraph of the re- 
pore from the Comptroller General dated August 21 last to Chairman 

agnuson of the Senate committee, bearing on that point. This 
spbenrs on page 2 of his report and is paragraph No. 2. The Comp- 
troller General says, and I quote: 

Although the Joint Board proposed to be established would be authorized to 
determine whether any joint rate, fare, or charge or classification, rule, regu- 
lation, or practice relating thereto is or will be unjust, unreasonable, unjustly 
discriminatory or unduly preferential or prejudicial, the bill does not contain any 
standards to aid the carriers or the Joint Board in making such determinations. 
A rule of ratemaking such as that contained in section 15(a) of part I of the 
Interstate Commerce Act, aS amended, would seem to be desirable in this 
connection. 

That’s the end of the quotation. That’s in general line with your 
own belief. 

Mr. Waxratu. I assure you, Mr. Chairman, that had not been 
brought to my attention, but I concur in that suggestion if the Joint 
Board bill is approached. 

I ought to say here, too, the question came up in one of our early 
hearings that we’ve had no experience under the CAB provision for 
joint rates. I think we’ll have, some time in the near future, a chance 
to find out how that works, but we have not had experience yet, and 
some of the reasons advanced for the Joint Board approach were 
based on the fact that the CAB and the ICC had for a long time had 
that setup. We have had the setup but no occasion to use it up to 
this time. 

I think as air freight expands, and perhaps right up here in this 
area, questions of propriety of rate levels will present themselves. 

Perhaps my answer would imply that there have been no such joint 
rates. That’s not the case, sir. I meant to say that the rate—having 
it in the statute has made it possible for the filing of those joint rates, 
and just so far no one has questioned the propriety of their level; 
that’s what I meant to say. 

Senator Bartierr. Now, Mr. Commissioner, may be turn to S. 1508, 
which is a bill to provide for the economic regulation of the Alaska 
Railroad under the Interstate Commerce Act, and for other purposes. 

Consideration of this bill was received with less than complete favor 
in certain quarters in and out of Alaska, particularly in Alaska, and 
at the moment I am alluding to the terrific distress which was caused 
the Daily News-Miner, as reflected in'an editorial dated July 15, 
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1959, the lead editorial for the day—indeed, the only editorial—en- 
titled “Another Bureaucratic Monster?” 

And I should like to ask you a few questions, Mr. Commissioner, 
based upon statements made in the editorial, or questions asked in it, 
for the purpose of establishing your views. 

I read now this paragraph from that editorial: 

From where we sit there appears to be a definite possibility that a practical 
result of this measure becoming law will be a prompt increase in railroad 
freight rates of at least 20 percent ; likely more like 30 percent. 

Sir, do you have any comment to make upon that paragraph? 

Mr. Watratu. Yes, sir; I think it rather calls for a comment from 
me, Mr. Chairman. 

_ My attention was brought to that editorial some time shortly after 
it appeared here. 

Again, after the Senate had closed its record but before the House 
record was made on the counterpart of S. 1508, I don’t think the de- 
tails of it were known to us, but the general feeling or fear that Inter- 
state Commerce.Commission regulation would automatically or might 
automatically cause increase in rates, we did try to deal with gener- 
ally in Chairman Tuggle’s testimony before Mr. Moulder’s committee. 

I think a simple answer to the question is “No,” but I don’t think 
that’s an adequate answer. I think the fear is not well founded. In 
order to answer it fairly, I should say that regulation per se has 
not brought automatic increases in rates historically, and in many 
instances it has brought about a reduction of rates. 

But in reaching the conclusion expressed there, they must assume, 
I take it, that the total capitalization of the Alaska Railroad would 
have to enter into the picture, and that in passing upon a rate the 
Interstate Commerce Commission would by S. 1508 be required to 
consider as factors in a proper rate level all of the factors that we must 
take into consideration with privately owned commercial rail opera- 
tions, and I don’t think that follows, Mr. Chairman. 

I think, as our chairman indicated in his House testimony, we’d 
be less than realistic if we overlooked the enabling act for the rail- 
road itself, the portions of it which show that it was built in the 
first place and expanded and improved for public purposes as well 
as commercial shipping here. 

How much of that 180 million, in round figures, has been devoted 
to the public purpose of opening up and developing the natural 
resources and how much of it’s been spent for military, purely mili- 
tary purposes of value to the entire United States and all of the free 
world, I couldn’t say, but I’m sure that proper accounting would 
show, and I’m sure that it must have been a very substantial portion 
of that 180 million. 

I’ve heard it said that following World War II there was a very 
complete rehabilitation of the road, which, of course, a commercial 
road would want to do anyway, but that that was done quickly be- 
cause of the military, or felt military needs, and that it cost some 
sixty-five or seventy millions of dollars, and that it could have been 
done in an orderly, planned commercial program for some 25 or 30 
million, rather than 24-hour-day building, so to speak, to get it 
ready immediately. b 

Well, all of those things, I think, enter into what a proper rate base 
for the Alaska Railroad should be. 
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There might be some difference of opinion among rate experts 
pro and con as to whether—what factors should enter into Alaska 
Railroad rates. First, the profit item. So far, the congressional 
policy has not been to require a profit but to operate it at cost of 
operation and subsidize it when necessary. 

So far, the Alaska Railroad has not been required to pay propert 
taxes, ad valorem taxes. It pays no income tax, and, as far as 
know—and certainly not in these bills—has the Congress indicated 
a change in policy. 

So I think the Interstate Commerce Commission would have to 
view its operation taking into consideration all of those things, and 
perhaps others that I have not thought to mention, but in judging 
whether or not any given rate level was a proper one. 

Have I started to answer your question ? 

Senator Bartierr. Yes; I imagine it could be answered at very 
cena een length, and that countercharges could be made at like 
len 

evil ask you this specific question, Mr. Commissioner: You have 
answered already, but I’ll ask a more direct question and perhaps 
you can give a brief reply to it. 

Will freight rates on the Alaska Railroad be necessarily increased 
if the ICC has jurisdiction ? 

Mr. Watratu. No, sir; and even though you gave me a chance at 
the short answer, perhaps I should say this at this point in the record 
that we heard the testimony of the railroad officials, Mr. Anderson, 
I believe, in Anchorage, who said that they didn’t contemplate an 
increase proposal by the carrier, and I neglected to mention that, 
that bringing it under regulation would not—well, first of all, the 
carrier itself would file its initial rates with us, and those initial rates, 
if unchallenged, would go into effect. 

Even if they were challenged as initial rates, going rates, so to 
speak, the rates that were in effect now, if they adhere to that, even if 
they were challenged, the burden of proving them unreasonable would 
lie on those who made the complaint or the challenge. 

The act of bringing them under regulation wouldn’t affect their rate 
structure, Mr. Chairman, unless other things happened. 

Senator Bartierr. All right. The ICC, then, does not raise rates 
on itsown motion ? 

Mr. Watratu. We never have that I know of; no, sir. 

Senator Bartietrr. Rates are raised, if the ICC determines the rate 
increase to be reasonable and justified only upon application from 
the carrier or some other interested party or shippers. 

Mr. Watratu. That is, raised or lowered. Traditionally the rates 
are within the area of carrier management and our jurisdiction is 
called into play, if they are unreasonably high or unreasonably low 
and there’s quite a margin of carrier discretion there, which histori- 
cally we have not challenged. I think under the act itself we have 
the power to do it if we, of our own motion, knew that something 
was completely out of line, but in the nature of things it has not been 
done by the Interstate Commerce Commission. 

Senator Bartiett. As you related, Mr. Commission, Mr. Anderson, 
General Manager of the Alaska Railroad, informed the committee at 
Anchorage that the railroad management does not have under con- 
sideration any request for a rate increase. 
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Mr. Watratu. In fact, Mr. Chairman, he testified that they were 
operating at an operating profit now and had a surplus on their 
present rate structures. 

Senator Bartierr. This being the case, in the light of your experi- 
ence with the ICC and your knowledge of that agency, would you say 
it is likely or possible that Alaska Railroad’s rates would be increased 
if some shipper or trucker, for example, were to demand such in- 
crease, in light of Mr. Anderson’s statement 4 

Mr. Waratu. Well, certainly not, if your question and my answer 
are related to a rate level, a general rate increase. 

We have testimony, of course, in our record, that some rates have 
been depressed and others have been kept high where the traffic was 
noncompetitive. 

Senator Barttetr. I’m referring toa general rate increase. 

Mr. Watratu. If you’re talking about general rate increases, then 
I would say that I believe the answer responsive to your question is in 
the negative. 

Senator Bartierr. Now, I am referring further to the News-Miner 
editorial of July 15. This paragraph appears: 

The purpose of S. 1508 ‘‘is to provide for the economie regulation of the Alaska 
Railroad under the Interstate Commerce Act, and for other purposes.” 

The following words appear in black type, “and for other purposes.” 

And the editorial goes on to say that: 


That “for other purposes” phrase intrigues us. 
Now, I can’t ask you this question, Mr. Commissioner, because this 


isn’t your field. But it is Mr. Perley’s field because he’s legislative 


counsel for the U.S. House of Representatives. 

I’m going to ask Mr. Perley to state for the record if this phrase 
“and for other purposes” is unusual in congressional legislation, and 
if it has any evil connotations behind it. [Laughter. ] 

Mr. Pertey. Mr. Chairman, that is very common, everyday prac- 
tice in the Congress of the United States to try to keep the title of a 
bill as short as possible, at the same time giving some information as 
to what the bill is all about, and the phrase “and for other purposes” 
might cover a little or a great deal, and in my opinion I think this is 
unquestionably correct, that so far as Federal legislation is concerned, 
what is in the title of the bill is of no significance whatever as far as 
legal effect is concerned. 

It is not the practice, and never has been the practice in case of 
Federal legislation to try to spell out in the title of the bill all the 
subjects and detail contained in the bill itself. 

Mr. Moutper. May I in summarizing your statement say it simply 
is this, that the phrase “other purposes” can’t mean or include anything 
else other than what’s in the bill, the body of the bill. I believe that’s 
what that amounts to. 

Mr. Pertey. Well, the legal effect of the bill or of the act when it is 
passed and when it became law, the legal effect depends on what is 
provided in the material following the enacting clause of the legisla- 
tion, so that you are correct. 

Mr. Moutper. Sure; so it couldn’t include any dark secret. It’s just 
what’s in the bill. 
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Mr. Perey. That’s correct, absoiutely. 

Mr. Chairman, I think here “other purposes” means making the rail- 
road subject to safety regulations in addition to economic regulations, 
mainly. 

. Mr. Watratu. But it is, as Congressman Moulder says, contained 
in the bill itself 

Mr. Prertey. Surely. 

Mr. Warraru. And not something apart from it. 

Mr. Pertey. It’s just a title. 

Mr. Watratu. That is the way the Commission would construe it, 
Mr. Moulder, certainly. 

Mr. Movutper. Well, may I make this one point: Certainly the head 
of any railroad, whether it is Government owned or privately owned, 
naturally, their objective, and their ambition is to show as much profit 
as they possibly can in this operation, and the railroad officials of 
the Alaska Railroad should be commended for their work in that re- 
spect, as the head of any private company, 

But isn’t it true that in this case, for an example, that if the Alas- 
ka Railroad is placed under the jurisdiction of the Interstate Com- 
merce Commission, then the people of Alaska, or those interested, 
would then have a forum to go to for a reduction of rates, while as it 
is now they are under the arbitrary rule of the officials of the railroad 
who are seeking only, of course, to show a profit, and to their credit, 
in the operation of the railroad. 

Mr. Watrartu. I think that’s entirely true, Mr. Moulder. 

Mr. Moutper. Well, in asking that question I’m not reaching any 
conclusion about this whole controversy. 

Mr. Warratn. And I should like to make clear on the record that 
I have nothing but commendation for the railroad’s state of mainten- 
ance, its equipment, its present management, and all of that. I’m 
not either being critical of them, and I know that Alaska needs that 
transportation. 

In fact, as the committee well knows, both the House and Senate, 
you adopt the policies and we only follow them. 

We are charged under the national transportation policy, which pre- 
cedes all sections of the act, with fair administration of the law as re- 
gards all modes of transportation. We're neither railroad minded nor 
motor carrier minded or water carrier, or anything else. We're 
charged with the promotion of safe, adequate, economical, and efficient 
service with all modes, among other things. I just glanced at the 
policy itself. So that we are not taking sides against the railroad, 
certainly. I’ve seen its operation, and I think it’s excellent. It’s as 
you say, without an umpire right now, in the case of a shipper feeling 
aggrieved or a community feeling discriminated against, if it did, or 
a carrier feeling that they were engaging in unfair and destructive 
competition, there’s no place that they can now lodge such a complaint 
and have it determined by an impartial body. 

Senator Bartuerr. I return, Mr. Walrath, to the editorial, which 
quotes quite extensively from, as it says, the committee report, but 
it happens that this is the minority report from which it quotes, and 
there was also a majority report, which is not quoted, and if there 
hadn’t been a majority report the bill would never have been reported 
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to the U.S. Senate by the Senate Interstate and Foreign Commerce 
Committee. 

It is said here that the Chairman of the Interstate Commerce Com- 
mission stated, and I quote: 


In our opinion, economic regulation would not be a success if 50 percent or 
more of the traffic is to be exempt. 


That’s the end of the quotation, and then the editorial goes on to 


say, 
The committee report brings out that, 


and this is a quotation from that report—the minority report, I might 
add, although the editorial does not so state: 

“* * * only 10 to 20 percent of the traffic of the railroad is ‘interstate’ within 

the meaning of the Interstate Commerce Act.” 
In other words, the Chairman of the ICC is quoted as having said 
that 50 percent—that economic regulation would not be successful 
if 50 percent or more of the traffic is exempt, and the committee re- 
port contends that 70 or 80 percent is exempt. 

Do you have a comment on that ? 

Mr. Watratu. Yes, sir; I had just become a member of the Com- 
mission when that earlier report was made in behalf of our 11-man 
Commission, and at that time we had every reason to believe, and I 
think it was accurate then to say that more than 50 percent of the 
freight traffic then moving was military in nature. 

That’s changing Enidly, Mr. Chairman. You may recall that 
General Manager Anderson on Saturday last in Anchorage even so 
testified, that a greater proportion now of commercial traffic is be- 
ginning to move, and less and less of the military. 

According to our information, based on reports of the Alaska Rail- 
road, the first 9 months, was it, of 1959, there was a very definite shift 
where the majority of the freight tonnage now moving is com- 
mercial as distinguished from ivan. I think it’s now somewhere 
maybe in the neighborhood of 50 percent commercial, 45 percent 
military, but the trend had started some 2 or 3 years ago, apparently. 

That’s my first comment. 

I might say that 95 percent of the l.c.]. traffic presently moving on 
the Alaska Railroad, if our information is correct, is now civilian or 
commercial] traffic, with only 5 percent or less of the 1.c.l. or less than 
carload traflic of a military nature. It’s beginning more and more 
to serve the people of Alaska as distinguished from national defense 
needs. 

As to the latter part of it, where there’s reference to the interstate 
and the intrastate character of the traffic, the railroad officials them- 
selves would know better than I probably as to just what extent 
that is in error, but I believe they would agree that it is not an 
accurate statement, for this reason: Just because something begins 
at Seward and moves to destination at Fairbanks, which is wholly 
within the State of Alaska, does not mean that that is intrastate in 
character; it is part of a through movement from another State. 

And I think the majority of the traffic, I should say substantially 
100 percent of the traffic coming into Seward and then moving to Fair- 
banks is interstate in character, very obviously, I think. Very little 
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originates in another port of Alaska and comes up over the railroad 
that way. 

While it appears to be a movement by rail within the boundaries of 
the State, it actually, in most instances, is interstate in character. 

Now there is another factor that we have learned since 1957, when 
I believe Chairman Clark was reporting to your committee or to 
Senator Jackson’s committee, and that is that by virtue of our visit 
in this beautiful and wonderful State last year, just a little over a 
year ago, we found this to be true, which we did not know before: 
We found that the military leaders in Alaska at the time it was a ter- 
ritory, and I think still, have taken a very broad view of the necessity 
of transportation and of the necessity of keeping it sound, and they 
have not tried to depress rates under their privileges of section 22, if it 
were in effect. In other words, they have not tried to play one carrier 
against another in order to get reduced rates, but instead we found 
that the military people have tended to set the rate level up here, that 
they were willing to pay sufficient for transportation to make it possi- 
ble for carriers to serve, and that was true, I think, not only of the 
railroad, but certainly was true of the motor carriers. They told us 
right here in this very room in Fairbanks last September that they 
were not complaining ‘about low rates from military traffic. 

So that changes our view somewhat, of that. We had had the feel- 
ing in 1957 at the time our Commission recommended to the Congress 
repeal of section 22 back in the other States, we had had the feeling 
that military rates were playing one carrier against another and de- 
pressing the rate level, which caused increases in the civilian rate level, 
and we felt that that was not proper. 

But that apparently has not been your situation in Alaska, either 
as a territory or since as a State. 

Senator Barrierr. Mr. Walrath, would you quarrel with this edi- 
torial conclusion—I don’t think I would—I think it’s about the only 
one in the whole editorial that I wouldn’t quarrel with. It says: 

If the railroad were required to return a fair profit on the capital investment 
(whieh we understand is prevailing practice on all carriers under ICC jurisdie- 
tion) it is apparent a rate increase of at least 20 percent would be necessary. 

Mr. Warratn. That might very well be a sound conclusion, Mr. 
Chairman. I don’t know the percentage, but certainly if we took all 
the money that’s been invested in the Alaska Railroad to develop the 
country and to serve our defense needs, and if we considered that as a 
proper rate base, and made the matter of profit on that or return on 
investment, then an increase in rates might have to be made, but as 


I 





Mr. Moutper. Does it say “If”? 

Mr, WaLratH. Yes—— 

Senator Barrett. It says “If.” 

Mr. Moutper. “If” is a big word. 

Mr. Watrarn. I don’t know if I’ve completely answered it, Mr. 
Chairman, but, as I said earlier, I think it would be very unrealistic 
of the Interstate Commerce Commission or any other regulatory body 
to say that all of that money must be accounted for as a rate base. 

Senator Barrierr. Well, Mr. Walrath, you have previously ex- 
pressed the opinion that the ICC wouldn't take into account the 
51709—61 23 
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capital investment, but instead would regard the organic act of the 
Alaska Railroad as a statement of principle which ought to bind the 
ICC in its determinations. 

However, we must agree that any such supposition on the part of 
you or any other individual cannot be considered binding, and even 
if it were to apply to the existing membership of the ICC, it might 
not to a later. 

I shall ask you, then, Commissioner Walrath, and will quite under- 
stand if you do not care to answer this, if the Commission has not 
considered it or you’re not in a position to make a statement. 

I shall ask you if the Commission would have any objection to the 
addition of an amendment to S. 1508 spelling out plainly that the 
Interstate Commerce Commission in determining rates for the Alaska 
Railroad should take into account the military role played by that 
Railroad and the function of the Railroad as described in its organic 
act for the economic development of Alaska ? 

Mr. WatratH. Well, Mr. Chairman, I don’t think that I need an 
expression from the Commission to tell you that that’s consistent with 
what we have said on your record in Washington, and certainly we’d 
have no objection to it; we’d welcome it, because we take the declara- 
tion of policies from the Congress and that would certainly clarify 
it for us and for all future Commissions. 

Senator Barrterr. All right, and if that were done, you wouldn’t 
take into account the capital investment in setting rates, would you ? 

Mr. Watratu. We would certainly have to give consideration to 
the very factors you are mentioning in the amendment as part of our 
rule of ratemaking for that purpose. 

Senator Bartierr. You’d say the fear expressed in this editorial 
and especially that paragraph I have just quoted, would have no 
foundation in fact? 

Mr. Watratu. No, sir. 

Senator Bartierr. I very much hate to leave that editorial, which 
has some fascinating paragraphs remaining, but I must turn to an- 
other, which me, in the Anchorage Daily Times on the same 
subject, for July 8, 1959. 

(Editorial in the Fairbanks Daily News-Miner, referred to in dis- 
cussion above, set out in full for the record as follows :) 


{From the Daily News-Miner, Fairbanks, Alaska, July 15, 1959] 
ANOTHER BUREAUCRATIC MONSTER? 


We suggest Fairbanks businessmen, and every citizen who purchases food, 
clothing, and other necessities in our city, take a good close look at Senate bill 
1508. This bill has been favorably reported by Alaska’s Senator E. L. (Bob) 
Bartlett from his position on the Senate Interstate and Foreign Commerce 
Committee, and may appear on the Senate floor for action any day. 

With Senator Bartlett advocating passage there appears to be good reason 
to believe the bill may be enacted into law. 

From where we sit there appears to be a definite possibility that a practical 
result of this measure becoming law will be a prompt increase in railroad 
freight rates of at least 20 percent; likely more like 30 percent. 

Who will pay for this increase if it comes about? 

The answer is both simple and obvious: Alaskans who live along the rail- 
belt, particularly here in Fairbanks at the northern terminus of the Railroad. 

We would all be affected: Increased freight costs would be added to coal, 
gasoline, fuel oil, foodstuffs, furniture, appliances, machinery—virtually every- 
thing except airmail postage. 








8 
f 


it 


[- 


= 


ALASKAN AND HAWAIIAN TRANSPORTATION 349 


The purpose of S. 1508 “is to provide for the economic regulation of the 
Alaska Railroad under the Interstate Commerce Act, and for other purposes.” 

That “and for other purposes” phrase intrigues us. After careful reading 
of Report 435 (committee report on the bill) it strikes us this phraseology 
could very well mean, “* * * and guaranteed to completely confuse and con- 
found management personnel charged with efficient operation of the Alaska 
Railroad.” 

We are not transportation experts. Neither can we enumerate among our 
attributes that we are statesmen, bureaucrats, or even plain old politicians. 
However, after studying this bill and accompanying report our opinion is that 
all of the foregoing have had their respective fingers in this gooey pie, called 
upon a junior high school civics class to contribute to the concoction, then 
shoveled the resulting mixture into the typewriter which spewed forth the 
unfinished product. 

If the objective had been to create something unworkable, it appears to us 
the objective will be obtained with enactment of this bill. A few points: 

Chairman of the Interstate Commerce Commission states: “In our opinion, 
economic regulation would not be a success if 50 percent or more of the traffic 
is to be exempt.” 

The committee report brings out that, “* * * only 10 to 20 percent of the 
traffic of the Railroad is ‘interstate’ within the meaning of the Interstate Com- 
merce Act.” 

As originally introduced in the Senate the bill would have provided for regula- 
tion of interstate traffic by the Interstate Commerce Commission. The commit- 
tee amended the bill so that it would also impose the State regulation over intra- 
state traffic. 

The railroad is operated by the Federal Government under the Department of 
the Interior. This new legislation, if enacted, will provide that one branch of 
the Federal Government will be regulated by another branch of the Federal 
Government and also by the State government. We'll wager there is no prece- 
dent for such involved waste of taxpayers’ money as this unworkable situation 
would result in. 

The Alaska Railroad now operates virtually on a “breakeven basis.” Rev- 
enues just barely pay operating expenses and no amortization of capital invest- 
ment is taken into consideration when setting rates. The purpose is to provide 
a public service and aid in the development of Alaska. 

If the railroad were required to return a fair profit on the capital investment 
(which we understand is prevailing practice on all carriers under ICC jurisdic- 
tion) it is apparent a rate increase of at least 20 percent would be necessary. 

Who would gain from such an increase? Certainly not residents of Fairbanks 
and surrounding area. We would merely have the honor of paying the highest 
freight bills. 

The only possible beneficiaries who come to mind at the moment are the 
trucking firms. We can see merit to their expressed viewpoint they desire 
Alaska Railroad freight rates to be regulated, preferably by the same agency 
which approves truck tariffs. 

It appears obvious truckers favor S. 1508. No doubt the larger trucking 
companies operating in Alaska have worked for its passage, and probably will 
continue to do so. 

We believe the truckers have a problem which deserves consideration by our 
lawmakers. We also believe the proposed Senate bill 1508 in its present form 
very definitely is not the answer. 

Enactment of this piece of hodgepodge legislation creating a bureaucratic mon- 
ster will accomplish little other than wasting an enormous amount of taxpayers’ 
money in delving into the redtape thicket created surrounding the management 
offices of the railroad. In addition, it might very well saddle us with substan- 
tial freight rate increases. 

If the railroad were sloppily run, with inefficient operating practices squander- 
ing public funds, there might be need for immediate regulatory action. But 
this is not the case. Ever since the Eisenhower administration came into office 
and adopted a policy of “borrowing” a top railroad executive from a private 
railroad as Alaska Railroad general manager our railroad has been efficiently 
operated. (A sharp contrast to the manner in which the previous Democratic 
administration ran the railroad. The railroad manager when Ernest Gruening 
ws Governor of Alaska is still under indictment but has taken refuge in South 
america.) 
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A concluding paragraph in the minority report on this bill sums up the exist- 
ing situation well: 

“No urgency has been established for the imposition of regulation by an out- 
side agency upon the Railroad at this time. A study under impartial auspices 
of the rate policies in effect, and of the present transportation pattern of 
Alaska, might give the answers.” 

In other words, let’s look before we leap. There must be a better answer 
than the bureaucratic boondoggle S. 1508 would lead us into. 


Senator Barrierr. This editorial in the Anchorage Daily Times 
of July 8, 1959, was also very strongly against S. 1508. 

(Editorial in Anchorage Daily Times, July 8, 1959, referred to 
above, set out in full for the record as follows :) 


[From the Anchorage Daily Times, Anchorage, Alaska, July 8, 1959] 


ACTION IN SENATE MAY UP FREIGHT Costs 


Anything that tends to bring higher freight rates to Alaska draws imme- 
diate and vociferous opposition from Alaskans. High freight charges are one 
of the bugaboos of life in the northland. 

This is a reflex action on the part of Alaskans. The opposition comes spon- 
taneoussly and without regard to explanations, justifications, or causes. 

Inasmuch as Congress now has a measure pending that may cause freight- 
rate increases, it is natural to expect Alaskans to take an active interest in it, 
and to oppose it with all the resources at their command. 

The measure has won a recommendation for enactment from the Senate Inter- 
state and Foreign Commerce Committee and is now awaiting action in the 
Upper House. It would place the Alaska Railroad under jurisdiction of the 
Interstate Commerce Commission. 

The Commission would be the boss of the Railroad insofar as freight rates, 
and certain other matters, are concerned. This Federal agency would be re 
quired to apply to the Railroad the same policies used in establishing the tariffs 
of privately owned railroads throughout the Nation. 

This would be a drastic change of policy for the Alaska Railroad. The rates 
here have always been based on operating expenses and depreciation. Never 
has the Railroad set rates high enough to yield a profit. The Federal Govern- 
ment has never had a return on its heavy investment in the transportation 
facility. 

Under the proposed ICC rule, a profit would be required. 

Although the committee voted to approve the bill and seek enactment of it, 
four members took the opposite view. The four filed a minority report pointing 
out that enactment would mean freight rates be increased 20 percent or more. 
They are already the highest in the world. 

It is the minority report that will be of most interest to Alaskans. The ma- 
jority dwelled on the need for regulation of the railroad rates because motor- 
trucks and other transportation in Alaska will be regulated. It would be im- 
practical to have the railroad unregulated while its competitors are, according 
to the majority. 

Even though that may be true, Alaskans are not going to like the idea. They 
have always turned a deaf ear toward any agency that sought to justify higher 
freight rates. 

As far as Alaskans are concerned, they will see it this way: 

If the railroad rates are boosted by order of the ICC, the truckers will boost 
their rates too. Thus freight costs will undergo a general increase, and living 
costs will spiral because the consumers always pay the bills in the end. 

The railroad presently is the backbone of the freight structure in Alaska. It 
is because it holds rates to the lowest point possible that other carriers must 
hold theirs down. 

The minority Senators pointed out that the bill before Congress was supported 
by the motortruck operators. 

In addition to subjecting the railroad to ICC regulation on interstate traffic, 
the measure would place the railroad under State regulation for intrastate traffic. 

If the bill is approved by Congress, the next logical move of the truckers is to 
go to the State legislature for action that would create a regulatory body to 
control the intrastate rates. 
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Thus the railroad would have to set its rates under the rules set by two 
agencies, instead of in accordance with its own operating needs. 

Strangely, Alaska’s senior Senator presided as subcommittee chairman on 
the Federal legislation and wrote the report favoring enactment. In other 
words, he has taken a stand in favor of action that may raise freight costs for 
Alaskans. 

As far as we know, this is the first time the Senator has ever taken a stand 
in favor of something that could be suspected as an influence for higher freight 
tariffs. 

Alaska’s junior Senator will have to take a stand if and when the bill comes 
to vote. When he was Governor of Alaska he led many protracted battles, 
not only to oppose increases but to bring about decreases in freight bills. 

A reading of the legislation and the committee reports gives no hint as to 
the background situation that has already won the support of the senior Senator 
for this bill. Alaska’s two Senators have stood together on many other issues. 
If they stand together on this, they both may be favoring an action that will 
cost all Alaskans dearly. 

This questionable legislation is coming up for action while another measure 
is pending that would carry with it much less threat of higher freight rates. It 
is the measure to incorporate the railroad. 

Incorporation has been the objective of Alaskans in past years, when they 
disapproved railroad policies. The railroad corporation would have a board 
of directors. Alaskans could reasonably expect to have representation on that 
ruling body. This would give Alaskans, for the first time, some authority in 
establishing policies that affect their everyday lives. 

We think the Senate would do well to look into the incorporation proposal be- 
fore making the drastic change proposed in the measure the committee had 
approved. 

Senator Barrrerr. I shall draw only briefly on this editorial, by 
asking one question. It is stated here that if the railroad rates are 
boosted by order of the ICC, the truckers will boost their rates too. 

Mr. Commissioner, does that follow automatically ? 

Mr. Warratu. No; I wouldn’t think it would follow automatically, 
Mr. Chairman. 

We heard several of the witnesses say that they certainly couldn’t 
compete with certain traffic, at the present time; if the railroad in- 
creased rates in any given area, perhaps that would open up some 
more competitive traffic for the motor carriers. 

But to answer your question directly, it certainly wouldn’t auto- 
matically follow. 

Mr. Whitehouse suggests to me that maybe in answering the ques- 
tions I have given the i impression that there would be no rate chi inges 
as a result of regulation. I certainly do not want to leave that im- 
pression. 

It may be that certain rates are too high; it may be that certain 
rates are too low. It may be that shippers or communities or compet- 
ing carriers may face those questions, and of course I could not pre- 
judge what would be the result. 

But it certainly would come as a matter of due process and on the 
record, one which I think would serve the best interest of Alaska if 
that should oceur; not that we would do it 

Senator Bartierr. Well, Mr. Walrath, if it turns out that the ICC is 
given this additional responsibility, and if that does not mean a rate 
increase, nevertheless, you might want to summarize any possible bene- 
fits that might flow to “Alaskans or Alaska from enacting this legisla- 
tion—that is, in your opinion. Why do it? What helpful changes, in 
your opinion, would be brought about if the ICC had regulatory 
authority ? 
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Mr. Watratu. Well, of course, Mr. Chairman, that could be the 
subject of quite a statement. 

I would not have recommended, when I returned from my very 
pleasant trip to Alaska last year, that our Commission make the 
recommendations which now are introduced as bills if I had not be- 
lieved that they would be helpful to the economy of Alaska, which, in 
turn, is of great value to the economy of our Nation. 

I think, from an Alaskan’s viewpoint, stability of freight rates and 
sound, financially sound and active carrier systems, in healthy com- 
petition, are essential to the growth of the State, and to the develop- 
ment of the State. 

I think that everyone in Alaska would agree what has held progress 
back has been the uncertainty of: First, of available transportation; 
and second, of stability and the uniformity of rate privileges and of 
service. And I think that reasonable regulation—true, at a mini- 
mum—only regulated where we have to—but reasonable regulation 
of anything that is so vital to our national and economic health as 
transportation is, in my opinion, bound to be of value to your State, 
and I couldn’t conscientiously support the bills if I didn’t believe 
that they were the fair approach to the situation. 

Senator Bartierr. Mr. Moulder? 

Mr. Movutper. Mr. Chairman. I want to compliment you on your 
testimony, of course. You naturally would make a fine statement, 
being a member of the—of one of the most important regulatory 
agencies of our great Nation, and I think one of the most important 
in affecting the economy of our country. But you have raised a point 
which I think is of supreme importance, and which Senator Bartlett 
and I have discussed only briefly—and we haven’t had time to go into 
it thoroughly—and that is the question of taxes. 

And this, of course, your Commission would have no jurisdiction 
over. 

But the question of taxes is a—is of vital importance here to 
Alaska. And this theory—in practice it has been—For instance, let’s 
take other public utilities; for example, like hydroelectric projects; 
where a lot of land is acquired: the Government owns and operates 
it and deprives that county or that State of the taxes. 

Now, legislation is provided for, in lieu of taxes. The rentals col- 
lected from the properties that are not under water at certain times— 
that is, not at flood stage—so that that rental is paid to the govern- 
ment of the State and the local agencies in lieu of the direct assess- 
ment of taxes; and in almost all cases it exceeds the amount of taxes 
that have been formerly collected. 

In principle, the same thing applies in Washington, D.C., where 
so many Federal buildings are owned by the Federal Government. 
By direct appropriation, money is appropriated to the District of 
Columbia to make up for the taxes that would otherwise be collected 
on the same properties if owned by private persons. 

T am thinking now along the line of—can’t some way be found for 
the Alaska Railroad, if it’s making money, for some of the profits 
to be paid to Alaska and the local governmental communities in lieu 
of taxes? Or, in leasing of certain of their properties, that same 
principle might apply. 

I only say that because I think it is the duty of the Federal Govern- 
ment to help and aid all and nourish and assist in every way possible 
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in the States when first admitted. Senator Bartlett and I have dis- 
cussed that. 

That’s not under your jurisdiction. I’ve just made a little short 
speech here. 

Mr. Watratn. I could not quarrel with your philosophy. 

Senator Barrierr. Do you have any further statements to offer, 
Commissioner? Glance over your notes. You started to do so once 
before when I took this off on a long train. 

Mr. Watratu. Well, Mr. Chairman, as you pointed out at the out- 
set—I came along on this very informative and delightful trip hoping 
to be of assistance to the committee, and at the request of the committee. 

Now, I have been very happy to do it. I didn’t come, either charged 
with the duty of making a prepared statement, or doing more than just 
answering questions for you as I could. 

I think I have pretty well covered the things that you have men- 
tioned heretofore on the record that you’d like to ask about. 

Senator Bartierr. Then it is to be assumed that these bills will be 
taken up again in Washington—it always happens—and I have no 
doubt at all that further questions will be asked you there. 

Mr. Watratu. Yes. I should say this, that when I left to join you 
here, our Commission had under consideration its official view on the 
joint board bills. It was in the rough-draft stage at that point. We 
had just been requested by your committee for our comments on that, 
and therefore, what I say about joint boards are very general, and 
my personal opinion. 

I think they’re consistent with the views that you'll find officially on 
record when we return. 

Senator Bartierr. I am sure they'll be identical. 

I believe it might be appropriate, Mr. Moulder, to offer these edi- 
torials at this time 

Mr. Moutper. Oh, yes, it shivers both Alaska Senators, so it’s all 
right. [Laughter. | 

Senator Bartierr. Thank you, sir. 

Mr. Watratu. Thank you, sir. 

Senator Bartierr. Mr. Anderson, do you care to testify at this time? 

Mr. Anperson. I have a statement, yes, Mr. Chairman. 

Senator Bartrierr. We are glad to have you before the committee 
again, Mr. Anderson. 

Mr. Anperson. Thank you, sir. 





STATEMENT OF ROBERT H. ANDERSON, GENERAL MANAGER, 
ALASKA RAILROAD, ANCHORAGE, ALASKA 


Mr. Anverson. I am Robert H. Anderson, general manager of the 
Alaska Railroad, 1524 Hidden Lane, Anchorage, Alaska. I trust that 
you will accept my apology for being late, Mr. Chairman, because 
that is not a habit; nor is it the schedule of the Alaska Railroad. 
{Laughter. | 

But we were trying to get some additional information. 

Senator Bartierr. Sir, if you had not appeared here for quite a 
while—I think we have an abundance of witnesses—perhaps on an- 
other subject, even. 

Mr. Anperson. Mr. Chairman, after I appeared before your com- 
mittee at Anchorage on Saturday, the 23d of October, certain wit- 
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nesses appeared Monday, October the 26th, and made certain repre- 
sentations with regard to the operation of the Alaska Railroad, and 
we felt it only right and proper, with our usual thoughts in mind, that 
we are here to serve the people of this State properly, and to’ give 
them full information regarding what we consider one of the largest 
institutions in the State. In order to do that, we felt it necessary to 
answer some of the things that were brought up at that meeting; and 
with your permission, that is what I am here for today. 

Senator Barrierr. We will be very glad to hear you on this, Mr. 
Anderson, and it’s altogether likely that Mr. Barton will have me 
questions to ask you in ‘reference to testimony presented yesterday 
Valdez. 

Mr. Anperson. Very well, sir. 

Mr. Chairman, during the afternoon sessions of this committee on 
October 26, 1959, the Alaska Railroad was requested to appear in Fair- 

banks before this committee and offer information regarding allega- 
tions made by each witness as such statements appeared in the testi- 
mony of the witness. 

With regard to the statement of Mr. Clifford J. Groh, on behalf of 
the Alaska Carriers Association, I draw your attention to page 2 of 
Mr. Groh’s testimony wherein he echoes the fears of Mr. Harold 
Strandberg and Mr. Hostetler on behalf of the city manager of An- 
chorage. If I recall the testimony of Mr. Strandberg accurately, Mr. 
Strandberg’s fear was expressed with regard to leases made by the 
Alaska Railroad. 

Mr. Strandberg appeared to feel that, if the railroad were incor- 
orated and operated as class I railroads are operated in the other 
states, the Alaska Railroad might well adopt the alleged practices of 

the other railroads in the other States, and eliminate or cancel leases 
of those tenants who do not ship entirely by rail. Such is not the 
practice of the Alaska Railroad at present and the recent Supreme 
Court decision contained in volume 356, U.S. 1, Northern Pacific Rail- 
way Company v. The United States, would make it unlikely that the 
Alaska Railroad would, in the future, adopt such practice, even if we 
desired to do so. 

Mr. Groh further suggested that the records of the Alaska Railroad 
for the past 5 years relative to the leasing of lands should be sub- 
penaed in order to resolve the whole question of restrictive leases. 

At present, the following motor freight carriers are enjoying leases, 
either directly or indirectly, on the Alaska Railroad: 

1. Alaska Truck & Transport Co. 

2. Weaver Bros., Inc. 

3. Garrison Fast Freight, Inc. 

4. Cook Inlet Tug & Barge. 

5. Alaska Van & Stor age, Inc. 

6. Smyth Overseas Van Lines, Inc. 
7. Herda Truck Lines. 

8. Doolittle Transportation Co. 

9. Sig Wold Storage & Transfer Co. 

These leases could well be submitted in evidence by the holders of 
such leases inasmuch as it is our understanding that at least some of 
these above-mentioned firms are members of the Alaska Carriers As- 
sociation. The waterfront leases of the Alaska Railroad of Anchor- 
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age make no restriction on the direct shipping of those commodities 
which are owned or distributed by the leaseholders. 

In the case of the one waterfront leaseholder who classifies as a 
transportation agency—namely, the Anderson Transportation Co., 
the lease provides that, on all freight on which the leaseholder pro- 
vides a true lighterage service, or on Cook Inlet products, the use of 
the facility shall be wharfage free. However, in this lease, as in all 
other waterfront leases, there is a provision that, should the lease- 
holder engage in general wharfage activities, a portion of the wharf- 
age charges will be paid to the Alaska Railroad in lieu of rent. 

Mr. Groh also stated that the Alaska Railroad Tariff 8—B, effective 
April 30, 1959, provides a rate of $1.15 on petroleum products to 
Fairbanks, while the same tariff provides for a rate of $1.23 on the 
same commodity to Clear, a shorter haul. 

The facts are as follows: Supplement 2 to Tariff 8-B provides for 
a rate to Fairbanks of $1.15 hundredweight on petroleum or petro- 
leum products in tank cars. Our interpretation of the intermediate 
rule provides this same $1.15 rate to Clear. On packaged petroleum 

roducts, the rate to Clear is still $1.23 and the rate to Fairbanks is 
$1.28. Had the Alaska Railroad intended to charge a lower rate for 
the greater distance, they would have indicated the rate to be a 4th 
section departure. I know of no instance where the Alaska Railroad 
charges a higher rate for a shorter distance on a given commodity. 

I offer copies of appropriate waybills to prove the case in point. 
And these, Mr. Chairman, are copies of waybills on petroleum prod- 
ucts to Clear. 

Senator Barrierr. Thank you, Mr. Anderson. The waybills will 
be accepted for the file. 

(Copies of waybills of the Alaska Railroad accepted for the file.) 

Mr. Anperson (continuing). Mr. Groh also states that the mem- 
bers of the association which he represents have told him that the rail- 
road is offering free storage to consignees in Anchorage as a rate con- 
cession. 

This is not the policy of the Alaska Railroad, but if specific instances 
can be furnished, I will be happy to investigate and report back to the 
committee whether there have been such specific violations of railroad 
policy. Iam sure that the committee realizes that the transpired time 
has not allowed for a complete audit of all the bills of lading and 
financial transactions of the Alaska Railroad, without some specific 
date or instance to pinpoint our search. If specific instances can be 
given, I will be happy to appear before this committee this afternoon 
with a detailed answer as to whether the charges are correct. 

Mr. Groh referred to railroad practices on the Seward dock. Be- 
cause such charges are in much more detail in Mr. Haagen’s testimony 
and Mr. McCahill’s testimony, the Alaska Railroad’s position will be 
stated in our answer to these other witnesses’ testimony. 

Mr. Groh stated that, where competition exists, the railroad can 
grant a decrease on specific items which are being carried by motor 
carrier competitors, and, after destroying competition, can increase the 
rates. The railroad has not done this, and it is not the policy of the 
railroad. 

Mr. Groh also stated that an employee of the Alaska Railroad has 
complained to the Interstate Commerce Commission about alleged fail- 
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ure of the truckers to comply with their tariffs. Such practices will 
not be condoned by the management of the Alaska Railroad in its 
present status. If a specific case in point can be brought to the atten- 
tion of my office, I can only assure that this committee will never again 
be able to hear a factual complaint of this sort. 

The balance of Mr. Groh’s testimony seems fair and factual. 

I come now to the testimony given by Mr. James J. Haagan on be- 
half of the Alaska Carriers Association. 

On pages 1 and 2 of Mr. Haagen’s testimony, Mr. Haagen indicates 
that the charges contained in the Alaska Railroad Seward Terminal 
Tariff 37-E impose extreme penalties on motor rate carriers using 
that dock. 

Initially, Mr. Haagen states, and I quote: 


It should interest you to know that shippers, truckers, and consignees handling 
eargo destined to Seward town or areas not served by the railroad are also 
penalized by these charges. 

I can only presume that Mr. Haagen refers to Seward town people or 
the people living in the area immediately adjacent to Seward. 

In this respect, I respectfully refer the committee to the Valdez Dock 
Tariff No. 17, currently in effect. This tariff represents the dock 
charges to be paid by the people of Valdez when receiving freight over 
this dock sai, in fact, represents the charges paid by all consignees 
in that area south of Tonsina. 

You will note that the rates provided for in Valdez Tariff No. 17 
are assessed on a weight or measurement basis, whichever provides the 
greatest revenue. I am sure that a perusal of these rates will convince 
you that the rates paid to the Valdez terminal by the people of Valdez 
and environs are higher than the terminal charges in Seward. 

Mr. Haagen objects to the local terminal tariff and implies that the 
railroad pays less to get rail freight across the dock and into cars. 
Mr. Haagen is correct. However, we hold it evident that the move- 
ment of freight through an interchange facility on through rates will 
never be as great a cost as local traffic which is burdened with the costs 
of performing wharfage, delivery, collection charges, preparation of 
O.S. and D. reports, and other delivery functions. The railroad also 
bears the cost of many of these functions, but these costs show up at 
a different location; namely, the rail destination point. 

On page 3, Mr. Haagen states, and I quote: 

Another way the railroad controls the trucks to some degree is the fact that 
the railroad will not handle any advance charges due truckers on cargo tendered 


them for movement via rail, nor will they handle any beyond charges in the case 
of prepaid shipments. 


In the case of prepay beyond charges at Seward wherein the ocean 
carrier has collected the beyond charges for the account of the trucker, 
it is the position of the railroad that the beyond charges should be paid 
direct to the trucker by the ocean carrier. Since both carriers serving 
Seward have offices at Seward, we can see no inequity in this position. 
At any rail line station where the railroad receives a line haul, the 
railroad will advance the transportation charges of the truckers. 
When the railroad initiates a prepay shipment destined beyond its 
lines, it will pay the beyond carrier its charges. We will be happy 
to offer documentary evidence to support this statement to the com- 
mittee upon request. 
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Mr. Haagen states further that it is the policy of the railroad to 
load heavy lifts to rail cars, in which case wharfage, carloading, and 
car switch charges are assessed. 

It is the policy of the railroad to prohibit direct loading from ship’s 
tackle to truck. Since the cargo coming to the ship varies between 
closed car rail beyond, open car rail beyond, Seward Town local 
freight and Seward Town highway beyond, one can recognize the 
need for such a rule. 

Imagine the chaos that would result if it were necessary to switch 
the open cars from the face of the dock whenever a slingload of high- 
way freight came from the ship. For this reason, all Seward Town 
freight is sent to the Seward warehouse. In instances where the 
nature of the shipment precludes it from going direct to dock, it is 
placed on a rail flatcar and tendered to the consignee or his trucker in 
the yard. ‘The cost to the consignee is comparable to the cost of ob- 
taining his freight at the warehouse. The carloading charges, plus 
the switching charge, in most instances result in a lesser charge than 
the alternate handling charge. 

Where the nature of the load is such as to preclude the transfer of 
the load from the flatcar with available equipment, the load is placed 
direct to truck. This fact can be readily verified by Mr. Howard 
liams, of Weaver Bros., Inc. Last January, Mr. Tiams’ firm handled 
a very large shipment of drillers mud and drill rig equipment which 
came over the Seward dock. In the case of the heavy lifts, arrange- 
ments were made with Mr. liams to load the heavy lifts direct to his 
trucks because of the size of such lifts. 

On page 5, Mr. Haagen states, with regard to the use of the ocean 
dock at Anchorage, that the truckers’ relations with the Army for 
the use of this ocean dock are satisfactory, but the railroad publishes 
the tariff which the Army uses for assessing charges. The railroad 
does publish a terminal tariff at Anchorage. The Army, to the best 
of our knowledge, utilizes this tariff for the assessment of charges for 
the use of the ocean dock, which is under Army control. The Army 
collects such charges and the railroad receives none of these moneys. 
I might add, in passing, that the Army assesses only wharfage — 
for the account of the cargo. All handling charges are assessed by 
private longshoring and/or stevedoring operators who utilize the dock 
under permit from the Army. 

Also, on page 5, Mr. Haagen makes reference to certain commercial 
docks located on railroad-leased land at Anchorage and states that 
in the past the railroad has tried to prohibit general cargo from mov- 
ing over such docks. 

The railroad formerly leased waterfront property in Anchorage to 
various leaseholders, such as Permanente Cement and other distribu- 
tors, with the proviso that cargo moving across such docks, to be 
wharfage free, must belong to the leaseholder either directly or, by 
virtue of his business, be handled by the leaseholder. Subsequently, 
these leases were modified to provide for the handling of general 
cargo. 

However, in such instances, as general cargo is handled, one-half 
of the wharfage charges accrues to the Alaska Railroad in lieu of 
rent. 
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On page 5, Mr. Haagen indicates a concern that the railroad, with 
the advent of the Anchorage dock, may make special arrangements 
with the various water carriers for through cargo to the detriment of 
the truckers. Since the fear seems to be that all carriers exc ept the 

‘ailroad will be regulated, I cannot follow Mr. Haagen’s apparent 
thought that a regul: ited carrier would enter into such an irregular 
operation. 

[ now refer to the testimony of Mr. Tom McCahill, representing 
McCahill Freight & Warehousing Co., Inc., and also the Alaska Car- 
riers Association. 

Mr. McCahill states, and I quote: 

We do not feel that it was the intent of the organic act to establish a rail- 
road that would, once there were other modes of privately owned transportation 
available, continue to operate in direct competition with these other modes of 
transport. 

The Alaska Railroad does not feel that it would be appropriate for 
us to interpret the intent of Congress when it passed title 48, United 
States Code, sections 301 through 308. There seems little doubt, how- 
ever, that the Congress intended that the Alaska Railroad should 
operate on a self-sustaining basis. 1 feel quite sure that the hearings 
as recorded by the House Subcommittee on the Interior Appropria- 
tions for fiscal year 1953, make that fact quite plain. 

Mr. McCahill states in his testimony, and again I quote: 

Many millions of dollars of Federal funds have been spent in the last few 
years for the rehabilitation of the Alaska Railroad. Millions have been spent 
for new facilities and new equipment. It has never been required that the 
Alaska Railroad earn a return of any kind on the money invested. Are these 
good business practices? 

End of quote. 

My only answer to this testimony is obvious. It is beyond the au- 
thority of the General Manager of the Alaska Railroad to make a 
policy determination of this magnitude. 

Mr. MecCahill commented at length to the effect that each year the 
Alaska Railroad adds more, bigger and better trucks to its already 
tremendous fleet. 

The Alaska Railroad does operate a substantial fleet of motor ve- 
hicles in delivery service. I believe that a quick check on the part 
of the committee as to class I railroad services in the other States 
will verify the fact that delivery service is provided to LCL cus- 
tomers of such railroads. In the case of the performance of carload 
drayage, the railroad charges for such service in accordance with the 
terms of its tariffs. In the instance where the Alaska Railroad spots 
a complete van, no charge is made. 

Mr. McCahill stated, specifically, that the Alaska Railroad has used 
unfair practices with regards to ‘highway freight being transported 
out of Seward. 

I know of no such unfair practices, but will be happy to answer the 
specific charges regarding this matter. 

Mr. McCahill states that while the dock is open for operation 24 
hours a day, 7 days a week, with the exception of national holidays, 
for the discharge of cargo from vessels and loading of rail freight, 
it is open 5 days a week, 8 “hours a day, only, for true Akers. 

It is true that the Alaska Railroad loads rail cars day and night 
at Seward. This is true because the dock at Seward is a counterpart 
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to an interchange facility for the Alaska Railroad. With regard to 
the Alaska Railroad’s policy as to remaining open outside of regular 
working hours to draymen and truckers, I believe you will find that 
the Alaska Railroad follows the practice of the industry, and I refer 
you to Seattle Terminal Tariff No. 2—D, item No. 400. 

Mr. McCahill elaborated at length upon the withdrawal of fork- 
lifts by the Alaska Railroad. I would like to explain this matter. 

At one time the Alaska Railroad terminal tariff contained a lease 
rate for the use of terminal-owned forklifts. These forklifts were 
offered on a manned or unmanned basis. Because of jurisdictional 
disputes, the railroad was unable to continue this practice. To have 
continued the practice would have caused the railroad to force the 
consignee to pay an exorbitant charge in instances where no long- 
shoremen were available and it became necessary to call a longshore 
crew to operate the forklifts and pay a 4-hour minimum. Accord- 
ingly, the railroad withdrew the item of forklifts from their terminal 
tariff and allowed the various draymen and truckers to utilize their 
own equipment on the dock to facilitate the handling of freight. 

Mr. McCahill elaborated on the folly of flooring cargo before such 
cargo was delivered to the carrier. The railroad is required to do 
this for two reasons: 

First and foremost, the cargo boards coming from the ship do not 
necessarily contain cargo for one consignee only. The cargo board 
normally is broken down to the floor of the dock in order to segregate 
the cargo by consignee. 

As an example, the cargo board may be brought to the Seward 
warehouse and at first glance appear to have cargo on it only for 
one consignee at a beyond point. 

Upon examination, the cargo board is also found to contain cargo 
for a consignee located in Seward town proper. Additionally, there 
is a jurisdictional question involved. 

The International Longshoremen and Warehousemen’s Union has 
long contended that cargo boards which are loaded by longshoremen 
must be unloaded by longshoremen. The port of Seward has been 
no exception to this rule, nor is this rule peculiar to the port of 
Seward. 

An issue was made regarding the requirement of the Alaska Rail- 
road that cargo cribs be removed from the dock before they are 
broken down. We believe that the committee will find that this 
same provision applies on a waterfront at Seattle. 

One can readily picture the chaotic condition if every consignee 
of Seward local freight who receives packages, or cargo cribs sealed 
or unsealed, were to immediately start to break down such cribs and 
containers and sort them on the Seward dock. 

As regards asserted overnight charges in tariff rates without notice 
in order to obtain commodities and certain shipments in a diversion 
tactic, I have no specific information on this matter, nor do I know 
of such tactics. If specifics are given, I would be happy to verify 
or refute the same in writing to this committee. 

The allegation has been made that the railroad has provided ware- 
housing and free delivery to some consignees as a premium for di- 
version to the railroad. 
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Such is not the policy of the Alaska Railroad. I am sure this 
committee realizes that the elapsed time did not permit a complete 
audit of all bills of lading handled by the Alaska Railroad during 
the rather indefinite period referred to by Mr. McCahill. If specific 
instances can be cited where the railroad so deviated from its policy, 
I will be happy to submit to this committee a written statement re- 
garding the circumstances involved. 

I have no comments regarding the balance of Mr. McCahill’s 
testimony. 

I might add, in closing, that our statistics indicated that the local 
Seward freight susceptible to the charges in Alaska Railroad terminal 
tariff 37—-E, have increased some 30 percent in the year just past. 
Because of the lack of growth in Seward, it is apparent that this in- 
crease results from an increase in highway carriage of freight beyond 
Seward. 

From this observation, I am sure that the committee will conclude 
that any alleged program of harrassment on the part of the Alaska 
Railroad with regard to the motor freight carriers operating out of 
Seward has been remarkably ineffectual. 

Senator Barrterr. Thank you, Mr. Anderson. 

Mr. Anderson, do Alaska Railroad trucks make deliveries beyond 
local points / 

Mr. Anverson. No, sir. 

Senator Barrierr. It was asserted, in testimony given elsewhere, 
that the Alaska Railroad has purchased some large trucks, and the 
fear was expressed that these were going to be used for highway 
deliveries. 

I will ask you if the management contemplates such a policy 

Mr. Anvrerson. They do not, Mr. Chairman, and I believe I can 
even amplify on that. These trucks have not made such deliveries. 

Senator Barrierr. Do the Alaska Railroad trucks pay taxes of 
any kind? 

Mr. Anprerson. No, sir. 

Senator Bartietr. Does the Alaska Railroad pay motor fuel taxes ? 

Mr. Anverson. No, sir. 

Senator Bartterr. Mr. Barton—excuse me—Mr. Moulder? 

Mr. Movutper. I have just an item of information, Mr. Chairman. 

How many miles of service is covered by the Alaska Rialroad ? 

Mr. Anperson. We have so many ways of measuring mileage, Mr. 
Congressman ; if you'll just give me a moment. ta 

We have 470, and—that would be 525 miles of main line and branch 
lines. That’s exclusive of sidings, yards, and other things that some- 
times we take into computation. 

Mr. Movuwper. Can you give us approximately how many employees 
are employed by the Alaska Railroad ? 

Mr. Anperson. Yes, sir. It varies from 1,100 employees at our 
low period to 1,500 employees at our high employment period; mean 
average could be taken at about 1,200. wl 

Mr. Movutper. And what percentage of those are in an adminis- 
trative capacity or office work, can you tell me that? , 

Mr. Anperson. Yes. I would say roughly between 175 and 200 
of them. 

Mr. Moutper. Yes, sir. 
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Senator Bartierr. Mr. Barton? 

Mr. Barron. Mr. Anderson, in Mr. Haagen’s statement on pages 
2 and 38, he has given a number of instances that are derived from 
tariff 37-E, I believe, terminal tariff 37-E of the Alaska Railroad. 

Did you find these to be correct ? 

Mr. Anperson. Mr. Kunz will anwer that question. He is our 
general traffic manager, Mr. Barton. 

Mr. Barton. Mr. Kunz? 


STATEMENT OF ALBERT KUNZ, GENERAL TRAFFIC MANAGER, 
ALASKA RAILROAD, ANCHORAGE, ALASKA 


Mr. Kunz. Albert J. Kunz. These rates have all been checked by 
our rate people and we find that the computation is pretty well cor- 
rect; there are a few little errors that are not important. 

Mr. Barron. What effect, Mr. Kunz, do you think these Alaska 
Railroads rates would have on the truckers that are complaining ? 

Mr. Kunz. Well, it was covered somewhat in the testimony, the 
testimony of Mr. Anderson. The movement of freight as a local 
thing naturally has a greater cost. The movement of the same freight 
through to a destination would have a lesser cost, the reason being 
that many of these services necessary in connection with the local 
are not necessary in connection with an interline movement. 

I think that the—I don’t believe we are in a position to know what 
rates would be required by a truck carrier. He would not have the 
same destination costs that we would have, for example. 

Mr. Barton. In view of the illustrations he has given though, it 
would be, shall we say, a little difficult for them to handle this traffic 
profitably ? 

Mr. Kunz. Well, I think some of the rates that he’s come up with 
here are no greater than and no less than our own; they’re the same 
thing. 

Mr. Barron. Mr. Anderson, you stated in a number of places in 
your prepared statement that the doing of certain things is not the 
railroad’s policy. Does that mean that while there may be instances 
of such things occuring, you are not aware of them and it is not the 
railroad’s policy to have such things happen? 

Mr. Anverson. That is entirely correct, Mr. Barton. I beg the 
same leave that any supervisor that is attempting to supervise 500 
or 600 miles of railroad and over 1,500 employees, the fact that errors 
of omission or commission could be going on that I don’t know about, 
and when they’re brought to my attention I do whatever I can to 
correct them. 

And in each instance where we said it was not the policy, if we have 
erred, and we have done this, and it is called to my attention, and the 
procedure is irregular, it will be stopped. 

Mr. Barton. Thank you, sir. ; 

Before going to some matters that were raised yesterday by wit- 
nesses at Valdez, I’d like to ask you one or two questions about your 
general policies. o 

What do you feel should be the general position of a Government- 
financed railroad, such as you manage, as it competes with privately 
financed transportatior organizations like the truckers? 
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Mr. Anverson. Do I understand you right—you want me to make 
an expression as to what my opinion of such an arrangement is 

Mr. Barron. More specifically, what is your general “polic y in mak- 
ing rates? To get it down a little finer, w yhat is your policy, or what 
is your concept ‘of your general policy in making rates in competition 
with privately financed carriers ? 

Mr. Anperson. Well, of course, the first thing we take into con- 
sideration is the type of commodity that we’re hauling, the amount 
of the commodity, ‘the value of the commodity. Then, speaking from 
the standpoint of the Alaska Railroad, first and foremost in my mind, 
of course, is to take this commodity to the consignee at the very 
lowest rate possible. 

And I might say to you, Mr. Barton, that coming from a commer- 
cial railroad, that is reverse thinking, so to speak. A commercial] 
carrier is thinking in terms of what the traffic will bear and what’s 
good for our stockholders. In this particular case, it is reversed. 
I’m thinking in terms of the consignee and the good of the country, 
trying to live up to the enabling act in every instance that I pos- 
sibly can. 

That, of course, I realize, is setting competition completely to 
one side, so to speak. 

Mr. Barron. Do you generally follow this policy without any re- 
gard to the effect on competing carriers. 

Mr. Anperson. Mr. Barton, I don’t believe that competition is 
always the deciding factor. In other words, as I brought out in the 
illustration of Clear, as an example, we have no competition at Clear, 
but the rate was predicated on what was fair for what we considered 
Clear was in the same light of what would be fair for Fairbanks, 
which is a competitive point—if I understand your question. 

Mr. Barron. I am asking about your general policy of making 
rates as low as possible without any regard to the effect on, in this 
case, the competing highway carriers. 

Mr. Anperson. I think probably your statement is true. We make 
the rates as cheaply as we possibly can to do the job for the consignee 
and the consignor, and competing carriers either cut below our rates 
to take care of themselves, or they offer a better or finer service of 
some kind, or something like that, to hold their position. 

Mr. Barron. Yesterday at Valdez we had a number of allegations 
made about the practices of the Alaska Railroad. 

One gentleman averred that he formerly hauled by truck beer and 
liquor moving through the port of Valdez, and that that traffie had 
been diverted to the Alaska Railroad by a rate adjustment calculated 
to undercut his rates and give the Alaska Railroad the traffic. 

Have you had a recent, or in the last few years, any substantial 
reductions in beer and liquor rates ? 

Mr. ANperson. Can you you answer that Mr. Kunz? 

Mr. Kunz. We have made practically no changes in our rates for 
several vears: although there have been a few decreases in connec- 
tion with beer and liquor, we have made no changes in those rates 
for a long time. I can’t tell you about those for sure, because I don’t 
have the complete file as to the changing period. 

Mr. Barton. Well, could you furnish that, sir? 
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Mr. Kunz. I can furnish you with that. But I believe that, if 
my memory is correct, 1954 was the time that we made the most of 
our rate changes. ‘They had nothing to do—I can tell you that—with 
the truckers’ rates. 

Mr. Barron. You have had no substantial reductions in beer and 
liquor rates since 1954? 

Mr. Kunz. That is my recollection ; yes, sir. 

Mr. Barron. Mr. Kunz, I take it from your testimony the other 
day, you have a great deal to do with determining rates for the Alaska 
Railroad. 

Do you take competition into account in establishing your rates? 

Mr. Kunz. Well, 1 think that is a minor part of our consideration 
of rates. Frankly, it’s been difficult to know what the competition 
rates were. I would say that generally speaking, our rates were made 
on our Own initiative, based on what we feel is a reasonable rate and 
one that the shipper can afford to pay. 

Mr. Barron. If you have a large volume of traffic and suddenly 
you quit handling it, do you not make inquiries as to who’s handling 
it, and at what rates? 

Mr. Kunz. Yes, sir, we do that. 

Mr. Barron. Well, then, when you find such a situation, of rates 
lower than yours, what is your reaction ? 

Mr. Kunz. In a case like than when it has happened, we would 
attempt to determine what that rate is by the motor carrier, and I 
think we would meet the rate. 

Mr. Barron. In other words, you do take competition into account 
in making rates ? 

Mr. Kunz. Yes, sir, we do in that case, yes, as a part. 

Mr. Barron. Another statement was made yesterday at Valdez, 
that the Alaska Railroad leases space to certain people with the pro- 
viso that a certain percentage of traffic controlled by that person must 
be handled by the Alaska Railroad. 

Is there any substance to that allegation ? 

Mr. Kunz. No, there is not. We have no such provision. 

Mr. Barron. None of your leases, either to competing carriers or 
commercial concerns, have such a provision ? 

Mr. Kunz. No, sir. 

Mr. Barton. Now, as to vans carried by the Alaska Railroad, it 
was stated that vans weighing as much as 60,000 and 80,000 pounds 
were charged the 40,000-pound rates. 

Mr. Kunz. Well, I checked that over just to see how anyone could 
come to such a conclusion, and it appears that if the tariff itself was 
available to the party, that they misread the tariff itself, because it is 
not so. 

Our tariff provides a maximum weight of 40,000 pounds for piggy- 
backing of vans. 

It also sets a rate for all the weight over 40,000 pounds, which is 
assessed in addition to the flat rate for the 40,000 pounds. 

Mr. Barton. In other words, there is an additional charge for the 
weight over 40,000 ? 

Mr. Kunz. Yes, sir. We’d charge for 80,000 pounds in that case. 

Mr. Barron. Mr. Kunz, does the Alaska Railroad publish carload 
rates to Big Delta ? 
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Mr. Kunz. In a form we do. We have a provision, that’s a type of 
an arbitrary, in our tariff, which provides a rate between Fairbanks 
and Big Delta, and that tr ‘affic is handled hee by a concurring motor 
carrier, one whom we have an arrangement with. 

Mr. Barron. The allegation was that no concurring carrier was 
shown in the tariff. Do you have the carriers shown that handle 
the traftic beyond Fairbanks by Big Delta. 

Can you just give me the names of the carriers 

Mr. Kunz. Yes, sir. The Garrison Fast Freight and the—let’s see— 
Weaver Bros. is the other carrier. It’s under—it’s stated right here— 
James Burke Co. or Garrison Fast Freight. 

I'd like to explain a little further that J. Burke Co. is a part of the 
Weaver Bros. Co. 

Mr. Barron. You do not, then, publish any rates without concurring 
carriers to Big Delta ? 

Mr. Kunz. No, sir. 

Mr. Barron. The further allegation was made, Mr. Anderson, that 
the Alaska Railroad had purchased a number of six-wheel trucks, and 
it was presumed that oka equipment would be used for over-the- 
road purposes rather than for local delivery service. 

Mr. Anperson. That is not our intent, Mr. Barton, and we are not 
participating in anything like that. 

Mr. Barron. So you are using six-wheel trucks for local delivery / 

Mr. Anperson. Y es, sir. 

Mr. Barron. And it was further stated that in the course of the 
control of the Seward dock by the Alaska Railroad, no trucker was 
allowed on the dock. I believe you explained that generally in your 
testimony. 

It was further stated that some 250 containers had been purchased 
by the Alaska Railroad and furnished to favored steamship and barge 
companies, as well, as trucking companies. 

Can you tell me how you handle these containers, what charges are 
made for their use and for their return, and so on ? 

Mr. ANDERSON. We have 234 such cargo containers. We term them 
as “unit rail boxes.” They are divided evenly, that is, they are as- 

signed to service evenly with two connecting water carriers a 
d pr Steamship Co., “and Coastwise. These two connecting carrier 
are the only carriers that are connected with the Alaska Railroad in 
our joint tariff 5- N, and they are the only carriers that provide—ad- 
vertise and provide a regular service into Seward. 

We charge them a use charge based on a tonnage basis, loaded. 
They are returned reverse of the loaded route free of charge. 

Mr. Barron. I was informed it was a dollar to return them, but 
they are returned free, is that correct ? 

Mr. Anprrson. Yes, sir, that is correct. 

Mr. Barton. Still another gentleman at Valdez asserted that low- 
ered rates of the Alaska Railroad had lost him certain beer and liquor 
traffic. He gave his rates from Valdez to Fairbanks for beer, $1.50 
per hundred pounds, and for liquor $2 per 100 pounds. 

What are the Alaska Railroad rates from Seaward to Fairbanks on 
these same commodities ? 

Mr. Kunz. I just was able to get this information; we’ve been get- 
ting it from Anchorage. 
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The Alaska Railroad’s—what it amounts to a division of the through 
rate—is $1.82 on liquor and on beer our division is $1.35 to Fairbanks. 

Mr. Barron. Are these the rates that became effective in 1954, Mr. 
Kunz? 

Mr. Kunz. Well, it appears that this was 1955, in looking at this 
file, rather than 1954. 

Mr. Barron, All the lower railroad rates calculated to shift the traf- 
fic from the trucker at Valdez to the railroad at Seward, sir? 

Mr. Kunz. These rates had nothing to do with the truck rates, sir. 
Perhaps I misunderstood your question ? 

Mr. Barton. Are they low enough to make the difference—would a 
shipper rather pay those rates than the truck rates I’ve quoted you? 

Mr. Kunz. Yes, sir. 

Mr. Barton. Another allegation was made at Valdez yesterday. It 
was charged that the Alaska Railroad has sold surplus equipment, 
and some kinds were mentioned, such as cranes, trucks, scrap steel, 
and other sorts of steel and locomotives, and by this sale the Alaska 
Railroad was allowed to show a more favorable financial statement 
than it would otherwise have shown from its operations. 

What is your comment on that, Mr. Anderson ? 

Mr. Anperson. Mr. Barton, to explain this properly, I believe I will 
have to go back to the origin of the equipment. 

In other words, much of this equipment, or I would say some of 
this equipment, is acquired through surplus action of another Govern- 
ment agency. At the time of acquirement, the book value, the then 
book value of the piece of equipment is taken into account, and placed 
on our books and is depreciated in accordance with our depreciation 

olicy. 
. After the piece of equipment has outlived its usefulness, or become 
obsolete, or for some reason we need it no longer, it is declared sur- 
plus and at that time our depreciated reserves are debited with the 
amount of the new book value of the piece of equipment. 

At that time a survey is made and a salvage value is placed upon 
this piece of equipment. And that credit is placed in our deprecia- 
tion reserve, and held there until such time as the piece of equipment 
is disposed of, either as scrap or as junk, or sold to someone else to 
be used in its present form. 

At the time of sale the amount of money received from the piece 
of equipment is placed into our free cash fund, and it does not enter 
our profit and loss statement. 

Mr. Barron. Well, it is your statement, then, Mr. Anderson, that 
sale of surplus equipment has had no effect at all upon whether you 
have a profit or a loss in the course of your operations during any 
one year ? 

Mr. Anperson. Yes, sir; that is a true statement. 

Mr. Barton. If you sold no surplus property at all, your state- 
ment would be just the same? 

Mr. Anperson. Sir? 

Mr. Barton. If you sold no surplus property at all, your state- 
ment would be just the same as far as profit or loss? 

Mr. Anperson. For that fiscal year; that is true. 

Mr. Barron. Another gentleman at Valdez stated that his lumber 
rate by motor carrier was $21 per ton from Valdez to Big Delta, some 
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264 miles by highway. It was his claim that the Alaska Railroad 
undercut his rate by charging a $9 rate from Seward to Anchorage, 
and then by paying $10 to have the traffic hauled to the destination, 
Fort Greeley at Big Delta, making a rate of $19 as compared with his 
$21 rate. 

I believe he stated that he was offered, or given an opportunity to 
haul it for $10 from Anchorage to Fort Greeley. 

Do you recall any instance of this sort, Mr. Kunz? 

Mr. Kunz. We’ve tried to pinpoint ‘that particular instance, and 
we’ve been unable to. What I did do was to have the rates checked 
back to 1956, and our rate has not changed since that time, and the 
rate is $19.80 a ton, and it has been that all the time. 

Mr. Barron. Since 1956? 

Mr. Kunz. 1956 is as far back as we went, yes. 

And as to the beyond, the only rate that we’ve ever published, I’m 
quite sure, is one we spoke of a short time—a little earlier here, of, in 
connection with truckers from Fairbanks to Big Delta, Fort Greeley, 
which is 60 cents—it’s 60 cents, and I’m quite sure that 60 cents has 
never been changed. 

Mr. Barron. You mean recently ? 

Mr. Kunz. Right. In fact, I think that is the rate that has been 
in effect since we’ve had a rate to Big Delta, in connection with 
the—— 

Mr. Barton. When you say 60 cents, you mean 60 cents a hundred? 

Mr. Kunz. Yes, sir; $12 per ton. 

Mr. Barton. Yes, sir. 

During the noon recess, Mr. Kunz and Mr. Anderson, I showed you 
a letter that had been written by you to a truck line. You have the 
letter here—I loaned it to you for your examination. 

Mr. Kunz. Yes, sir; I have it here. 

Mr. Barton. Mr. Kunz, tell us generally to whom this letter was 
written, by whom, and what was the occasion of writing it, please, 
sir? 

Mr. Kunz. Well, this was in, to pinpoint the time, it was in Janu- 
ary, of this year—— 

Mr. Barton. Of 1958? Isn’t it? 

Mr. Kunz. Of January 1958; excuse me, that’s correct. Well, 
there’s a little history behind this. We had in our operation a piggy- 
back arrangement with trucklines, with some trucklines, and it was 
not a big thing at the time; we were not well equipped with proper 
equipment for y piggybacking. During the-—— 

Mr. Barron. What is piggybacking ? 

Mr. Kunz. I should say a substituted service, where the motor 
carrier substitutes for the rail for his service. We would load his 
vans and trucks onto our flatcars and haul them to destination. 

Under this, this thing was a growing thing, and certainly the 
management felt that some program was necessary, and wanted to 
get an expression from the truckers and to induce them to use the 
railroad on a year-around basis, in order that we could set up to have 
them satisfactory. 

As it was at that time, during the breakup period those motor 
carriers that used the railroad had to use inferior equipment, they had 

to reload it on flatcars and blocked up with ties and such things as 
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that. We wanted to put better equipment in there. We felt that in 
order to do that we had to have some guarantee that we would have 
enough business to warrant good equipment. And for that purpose 
we made a contract, and offered it to the truckers for their considera- 
tion, and in this contract they would provide us with 60 percent of all 
their business that was for points on the rail. 

Mr. Barton. For the breakup period only ? 

Mr. Kunz. No, for the year around, for the year around—60 per- 
cent of their year-around business. 

Mr. Barton. Oh. I direct your attention to article 3 of your para- 
graph there—of your statement there—I believe it says 80 percent, 
doesn’t it, Mr. Kunz? 

Mr. Kunz. Well, that is right; there was 80 percent, and at the 
samme time we talked with some of these carriers and 80 percent 
seemed to be too large a percent because of their operations that they 
had to carry on to Valdez and places along the Valdez Highway and 
for their purpose we cut it and made it 60 percent. 

And that was offered to them, and it was refused by one carrier, 
particularly, and as a consequence it was decided that we would elimi- 
nate this and withdraw it, which we did, and we have no such thing 
in effect today. 

Mr. Barton. Your proposal, I think to James Burke & Co., was 
if they would offer you 80 percent of their traffic in piggyback form, 
you would do what for them—what would be the benefits to them ? 

Mr. Kunz. Well, for one thing, the rates were better than the reg- 
ular rates. 

Mr. Barron. What do you mean by that, Mr. Kunz? 

Mr. Kunz. Well, using the substituted service, we had established 
a set of rates for different maximum weights of vans, and these rates 
were less than the published tariff rates. 

Mr. Barron. Those that didn’t sign the agreement would pay a 
higher tariff rate than was being offered here ? 

Mr. Kunz. They would if they used the railroad service. 

Senator Barrierr. May I inquire a bit further. Iam a bit puzzled 
as to why the railroad would offer them a better rate than other 
shippers ? 

Mr. Kunz. Well, we considered them nonshippers. 

Mr. Anpverson. Mr. Chairman, this thing revolves around the 
breakup, as you started to question. 

We can maintain about so much equipment on the railroad, to pay 
for itself. What I’m getting at is, for the man that piggybacked with 
is 12 months of the year, we knew that it would take so much of this 
specialized equipment. Then for the breakup season to come along 
for a period of 5 to 7 or 8 weeks, all truckers would come to us, and 
want us to piggyback for them. We did not have the equipment, 
because we cannot stock our railroad with equipment for a peak pe- 
riod of 6 or 7 or 8 weeks. 

Senator Barrierr. The reason they might seek to do this, Mr. 
Anderson, is because the load limits are reduced on the highways 
during that time? 

Mr. Anperson. Yes, sir; that is correct. So in order to try to 
establish something of a normal pattern, a regular pattern of traffic, 
and of usage for our equipment, and to give the user of this equip- 
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ment a good equipment to use, we proposed this to them. They 
turned it down, and we withdrew it, and it has never been in effect. 

Mr. Barron. Mr. Anderson, do you know of any comparable ar- 
rangement in the south 48 States between railroads and truckers, 
such as you have proposed here ? 

Mr. Anprerson. No; I can’t say that I do know of an arrangement 
of that kind. I know of plenty of arrangements, Mr. Barton, where 
specialized equipment is provided for certain patrons. 

Mr. Barron. This specialized equipment is not furnished how- 
ever, on the agreement that they will furnish a certain proportion 
of their traffic to the railroad ? 

Mr. Anverson. It naturally follows that they will. It isn’t spelled 
out. 

Mr. Barton. Your proposal here takes the form of what is called 
an agreed rate, a guaranteed rate, which has been used in Canada 
and England, and which has been proposed, I believe, but has not been 
accepted yet, in the United States? 

Mr. Anverson. That is correct. 

Mr. Barton. Another minor point made among the points made 
yesterday was that the Alaska Railroad advertised that it gave store- 
door delivery to its customers. 

Do you still advertise and give store-door delivery, Mr. Anderson ? 

Mr. Anperson. Yes, sir; we do. 

Mr. Barton. At no additional charge? 

Mr. Anperson. That is correct. 

Mr. Barron. Now we come to some points made more about leases; 
the statement was made that the Alaska Railroad leases to certain 
oil companies in Fairbanks, and as a result of these leases the Alaska 
Railroad has some control over the policy of petroleum products 
distribution in the areas which these oil companies serve. 

Mr. Anverson. The oil companies that we have leases with, Mr. 
Barton, are Standard Oil, Union Oil, Texaco, and I hardly believe 
that it’s necessary for me to intimate that I cannot influence the prac- 
tices of organizations of that size, and I wouldn’t even attempt to. 

Mr. Barron. Is there any notice period in which you can terminate 
those leases? 

Mr. Anperson. Yes, sir: I think that we have a termination agree- 
ment on all of our leases—60 days. 

Mr. Barton. Sixty days. You do not think then that the Alaska 
Railroad is in such a position that it can tell these oil companies what 
they should do in certain matters to the point that this 60 days would 
be used against them ? 

Mr. Anperson. That is correct. 

Mr. Barron. It was further stated that, by a gentleman that shipped 
propane gas in tanks, that propane moves from Seward to Anchorage 
and Fairbanks by railroad tank car, and this is done much cheaper 
than by truck because he believes that the shipper owns the tank cars 
and there has been an adjustment in railroad rates that makes it 
easier and cheaper to ship by tank car rather than by small tanks con- 
taining propane gas. 

Mr. Anpverson. Well, at least we have proposed this, and we have 
published it, and hope some day to be in that business. We have 
a rate into Fairbanks, for example, of $1.36, which is a higher rate 
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than the petroleum products as has already been testified here, and 
it doesn’t appear to be an unreasonable rate or—I think that you 
could say that that rate is made on a very reasonable basis. 

Mr. Barron. Do the shippers in fact own the tank cars, Mr. 
Kunz? 

Mr. Kunz. Yes; they’re private tank cars. 

Senator Barrierr. Probably leased from some private company ? 

Mr. Kunz. They’ve been shipped in from the south 48. 

Mr. Barron. It was further stated that there were some peculiari- 
ties in the rate structure of the Alaska Railroad. 

For instance, it was stated that groceries from Seward to Fairbanks 
moved at $15 a ton, whereas petroleum products moved between those 
two same points at $28 a ton, making it difficult, if not impossible, for 
the competing truckers to handle groceries from Valdez to Fairbanks. 

What are your comments on that, Mr. Kunz? 

Mr. Kunz. Well, we have—you know, one of the things that a rail- 
road can do is to haul large quantities, and by so doing haul it at a 
cheaper rate. We have a rate on groceries for 60,000 pounds, which 
rate 1s $23.40 from Seward to Fairbanks. Our petroleum rate is $23. 
We believe that’s a reasonable rate. 

Mr. Barron. In other words, you have no rate from Seward to 
Fairbanks on groceries of $15 a ton ? 

Mr. Kunz. No, sir. 

Mr. Barron. And no petroleum products rates from Seward to Fair- 
banks of $28 a ton? 

Mr. Kunz. No, sir. 

Mr. Barron. What effect, Mr. Kunz, has the store-door delivery of 
the Alaska Railroad had on the business of the local draymen that 
formerly handled that traffic ? 

Mr. Kunz. Well, I'd have to guess. I don’t know. But presum- 
ably, if they were not able to get some other type of work with their 
trucks, it would have taken from them a considerable amount of their 
revenue. 

I think that some of these local draymen have done very well by 
supplementing what they did have with other types of transportation. 

Mr. Barton. Well, do you not find it cheaper to use local draymen 
than to perform the service yourself? 

Mr. Kunz. No, we’ve tried that, and we had two real bad cases; 
at Anchorage we put it out, bid it out, and it did not work out. 

Mr. Barton. What do you mean when you say it did not work 
out ? 

Mr. Kunz. Well, we had so much difficulty with poor service by 
this particular drayman that got—that performed the service for us, 
which probably was the reason he was unable to continue. His 
method of operation wasn’t satisfactory, and he had to—well, I think 
he went broke on the thing. At least, he found it not a profitable 
venture. 

Mr. Barron. And you didn’t see fit to try some other drayman ? 

Mr. Kunz. Well, I think the answer to that would be that we re- 
ceived so much complaint because of this that we felt we could do better, 
do a better job ourselves. 

Mr. Barton. Mr. Chairman, this covers the points that were raised 
in Valdez, and concludes the questions I have on them. 
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Senator Bartierr. Are there any further questions? 

Mr. Mouxper. I have one further question. 

Is it common practice for railroads to engage in delivery service 
from door to door all over the country now ¢ 

Mr. Kunz. Yes, sir; yes, it is. 

Senator Bartierr. Thank you, Mr. Anderson and Mr. Kunz. 

The Chair will offer for the record a letter received by mail today 
from R. L. Shake, general chairman and legislative representative, 
Brotherhood of Railroad Trainmen, of the Alaska Railroad, who in 
furnishing the letter also represents the Brotherhood of Locomotive 
Firemen and Enginemen of the Alaska Railroad, endorsing S. 1508. 


GENERAL GRIEVANCE COMMITTEE, 
BROTHERHOOD OF ALASKA TRAINMEN, 
Tue ALASKA RAILROAD, 
Anchorage, Alaska, October 26, 1959. 

Mr. CHAIRMAN: We did not intend to offer testimony on S. 1508, however, 
since hearing the Alaska Railroad taken to task, by the trucking interests, we 
wish to offer this testimony, for the record, and concerning S. 1508. 

It is extremely important to us as operating employees, of the Alaska Rail- 
road, that 8. 1508 become law inasmuch as certain laws covering safety of op- 
eration and grievance procedures would come into being by virtue of an amend- 
ment sponsored by the Railway Labor Executive Association, namely the Hours 
of Service Act of 1908, the Safety Appliance Act of 1903, as amended, and the 
Railway Labor Act of 1926. 

The Hours of Service Act is a law which forbids a railroad to hold a train 
crew on duty more than 16 consecutive hours, the reason and necessity of this 
law being obvious, to assure the traveling public that the crew, handling the 
train, will be wide awake and mentally alert. On the Alaska Railroad we have, 
written into our working agreement, rules to the effect that the hours of service 
law will be adhered to, however, this rule is very often violated, not only by 
th management, but also by the employees themselves, and this law will never 
be adhered to unless the Alaska Railroad is regulated by the ICC and the man- 
agement, of the railroad, as well as the employees involved, are subject to prose- 
cution under the law. 

The Safety Appliance Acts being laws enacted to require the railroads to main- 
tain their equipment to a certain standard of repair. There is nothing to re- 
quire the Alaska Railroad to do this and therefore our members are subjected 
to hazards that have been nonexistent in the contiguous 48 States for 30 years. 
Trains are moved out of terminals where repair facilities are available with 
missing grab irons, sill steps, hand holds, bent ladders, inoperative hand and 
air brakes, and many other violations. 

This endangers not only the men employed on the train but also the traveling 
public and this traveling public, in Alaska, are surely entitled to the same degree 
of safety as are the citizens of the other States. 

All of the promises, by the railroad, that the equipment will be kept up to 
standard will not suffice for one inqury that might be prevented by adherence 
to the Safety Appliance Act. 

Under the Railway Labor Act the employees of the Alaska Railroad would 
have an opportunity to have their grievances heard by well-experienced rail- 
road men and a decision handed down which is consistent with practices of the 
industry. 

At the present time the employees have no recourse other than final appeal to 
the Secretary of the Interior to settle wage problems and many other grievances. 

While we highly respect the caliber of man who would be named Secretary of 
the Interior, we realize that he can only go upon the recommendations of his 
subordinates and therefore we are possibly left at the mercy of a recommenda- 
tion made by some possibly prejudiced and biased local official, quite possibly the 
very person whose final decision had necessitated the appeal in the first place. 

I do not claim to be qualified to comment on all the ins and outs of rate fix- 
ing, tariff writing, etc., but I would like to state that the vast majority of the 
operating employees feel that it is imperative that the railroad be regulated 
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by the ICC for the railroad’s own good and for the continued growth and de- 
velopment of the State. 

The reasons being that as long as the railroad is free from all regulation and 
the trucking industry is regulated, the railroad will be the whipping boy as 
it has been for some time, no doubt many of the allegations are true but many 
are blown out of proportion and result in ill will and hard feelings toward the 
railroad which, in many cases, does not deserve the criticism. 

I do not believe that the regulation, of the railroad, would or should result 
in rate increases, I think the railroad is extremely ill advised in pursuing this 
line of debate when there are so many other points of controversy connected 
with the proposed bill. 

I regret not being able to be in Fairbanks and give this testimony and sin- 
cerely ask the indulgence of the committee in my request for this letter to be 
made part of the record. 

R. L. SHAKE, 
General Chairman and Legislative Representative, Brotherhood of Railroad 
Trainmen, of the Alaska Railroad; also representing the Brotherhood of 
Locomotive Firemen and Enginemen of the Alaska Railroad. 

Now the committee is about to take a recess, but before doing so, 
we'd like those who care to testify on the transportation bills—any 
of them, all of them—this afternoon, to stand, so we can note their 
names. 

The committee will stand in recess for 15 minutes. 

(Whereupon, a 15-minute recess was taken, until 4 p.m.) 

Senator Bartterr. The meeting will be in order. 

Mr. Anderson has been good enough to return to the stand for a 
further question. 

Mr. Anderson, it has been suggested to me during the recess that a 
continuation of substituted or piggyback service would be precluded 
in the event S. 1508 failed of passage, regardless of the passage of 
either 2451 or 2452, because a regulated motor carrier could not file 
tariffs over a carrier that is unregulated. 

Is that your understanding / 

Mr. Anperson. Yes; that is our understanding, Mr. Senator. And 
we had that in our mind when we offered the amendment to S. 2452, 
that we gave to this committee at Anchorage. 

Senator Bartierr. That would legalize- 

Mr. Anpverson. That is correct. 

Senator Bartierr (continuing). That service? 

Mr. Anperson. Yes, sir; that is correct. 

Mr. Movutper. Yes. 

Senator Bartrierr. Thank you, Mr. Anderson; that is all. 





STATEMENT OF PAUL GREIMANN, JR., BUS COMPANY OPERATOR, 
FAIRBANKS, ALASKA 


Mr. Gremmann. I am Paul Greimann, Jr., bus company operator, 
box 1048, Fairbanks, Alaska. I was hoping Mr. Romick would stay 
here. Some of this testimony I give might interest him. 

Senator Barrierr. We'll see to it that he reads every word of it. 

Mr. Gremann. O.K. 

On the matter of this bill 1509, I was under the understanding 
that it had been thrown out of the House of Representatives. Now 
they tell me it’s coming up for review again. That’s on grandfather 
rights to motor carriers in the State of Alaska. 
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Senator Bartterr. Perhaps I should bring you up to date on that. 

That bill was passed by the Senate and is now pending before the 
House committee, is it not, Mr. Moulder ? 

Mr. Moutper. That’s correct. 

Senator Barrierr. Perhaps that’s a thing that people generally 
don’t understand, that at the end of one session all bills introduced 
and pending in Congress automatically go over to the next session. 

Mr. Gremann. Oh,I see. Well, I had this Xa parte MC-54, and 
I thought it contained the necessary statements that the thing had 
been—it says “Interpretation of Operating Rights.” You probably 
read this and are well versed on it. But it’s “Service from and to 
points in Alaska” or “Service to, from, and between points in Alaska, 
certificates and permits issued.” 

It’s MC-—54, decided October 13, 1959, and it goes into effect Novem- 
ber 30, 1959. 

It comes from, evidently from the Interstate Commerce Commis- 
sion. It says that certificates and permits issued to the motor carriers, 
licenses issued to brokers, and permits issued to the freight for- 
warders prior to January 3, 1959, authorizing service from a point 
or area to points in the United States are interpreted as authorizing 
service from the originating point to points in the District of Colum- 
bia and the 48 States constituting the United States prior to the ad- 
mission of Alaska. 

Those authorizing service from points in the United States to par- 
ticular destination points or areas are interpreted as authorizing 
service between the District of Columbia and the 48 States constitut- 
ing the United States prior to the admission of Alaska to the specified 
destination points or areas. 

Those authorizing service between points in the United_States are 
interpreted as authorizing service between the points in the District of 
Columbia and the 48 States constituting the United States prior to 
the admission of Alaska. 

Those authorizing service at points described in the text, which 
depends for its meaning upon the definition of “States” or “United 
States,” are interpreted as authorizing service at only those points 
which were within the meaning of the text at the time of the issuance 
thereof. 

Well, I take it, in other words, that no carrier that operated east— 
or west of the Mississippi is not allowed to operate into Alaska, 
whereas the grandfather rights, under the original bill, would have 
authorized any carrier west of the Mississippi to operate into Alaska. 

Senator Bartierr. I suggest, Mr. Whitehouse, will you come down 
here and tell us what those words meant. 

Mr. Warrenovse. Thank you. 

Senator Barrietr. Let the record show also that long since Com- 
missioner Romick has returned to his place at the head table and 
will hear what this is about. 

Mr. Wuirenovuse. Senator Bartlett, the grandfather bill doesn’t 
affect this subject of Fx parte MC-54 at all. Ha parte MC-54 be- 
came necessary because in granting motor carrier rights since 1935 
the Commission sometimes, and particularly for irregular route op- 
erations on specific commodities like automobiles and trucks, grants 
from assembly plant to all points in the United States. 
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When Alaska became a State, there were two ways of interpreting 
“all points in the United States”: (1) To include the 48 States or 
(2) to include 49 States. 

The Commission put out a proposed rule and asked for views of 
interested parties. They were received, and the report just quoted 
from was the result. The Commission came to the conclusion that, 
in effect, it wouldn’t be fair to the carriers who had operated in Alaska 
and who had pioneered the Alaska service to suddenly be invaded 
by carriers from the southern 48 States merely because those carriers 
had authorities which read “between all points in the United States” 
or “points west of the Mississippi River” or however the authority 
was designated, which could be interpreted as including Alaska. 

As I say, the result is that those carriers are limited to the Canadian 
boundary. But it doesn’t have anything to do with the grand- 
father bill. 

Senator Bartierr. The invasion, Mr. Whitehouse, might have come 
from Hawaii, too. 

Mr. WuirenHouse. It might have, sir, except that we have author- 
ized no carriers in Hawaii. 

Senator Barriterr. And you have informed the committee then, 
and Mr. Greimann as well, and more importantly that this order 
is protective of the established Alaska trucking industry and the 
grandfather bill is a proper subject for legislative consideration, not- 
withstanding the order ? 

Mr. WuireHouse. Yes, sir. 

That would be my interpretation, sir. 

Senator Bartierr. Does that explain it, Mr. Greimann ? 

Mr. Gremmann. Yes, sir. And before I go on any further, I 
would point out that 1 don’t represent any trucking firm. I repre- 
sent a busline, so—there is a difference. 

And another point, the trucking industry, they have a bone to 
pick with the Alaska Railroad. Well, ours deals with the U.S. 
Government in a different way, and that is the transportation in 
Army vehicles of individuals not necessarily Army personnel—civil- 
ians, and likewise including the area of Fairbanks and Fort Greeley. 

These buses run day in and day out over scheduled lines, and 
the same thing results; they don’t pay taxes, or anything like that. 

We have approached the personnel at Fort Greeley and heretofore 
we have been turned around. We contacted 2 years ago a transporta- 
tion officer down at Fort Greely by the name of Captain Santry, and 
we were given the reason for their running bus service between Fair- 
banks and Fort Greely was to transport the mail, and that the bus 
service was incidental. 

So, of course, we got on the bandwagon and found out about the 
mail contract. Well, we were transporting the mail up and down 
the road at that time, and figured that if we had the contract, well, 
we would be—well, the Army bus would necessarily pull its run off 
the road. 

Well, we got the mail loaded onto us, and the Army bus still ran. 

So now we have the—well, we don’t have the mail contract any 
more, and the Army bus is still running without any mail contract, 
but the thing is that years ago, when my father was in the bus busi- 
ness—he was a member of the National Bus Traffic Association, and 
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he was told at that time—we were a Territory, then—had the Army 
Air Force, or whatever Government agency, or what have you, had 
been running over the highway, that it just wasn’t done in the States: 
that it had been put an end to. 

So I would at this time appreciate anything that could be done on 
looking into this situation that exists. 

Mr. Movuper. Can you tell us if the people transported by bus 
between here and Fort Greeley are employees of the Department of 
Defense ? 

Mr. Gremann. We have pictures taken of passengers boarding the 
bus on the road and I can get testimony of various people—anybody 
can board the bus. It does not have to be—you don’t have to be a 
member of, working on the base, or anything of the likes. 

Mr. Movutprr. Any charge made? 

Mr. Gremmann. No charge made. 

Senator Bartierr. And no identification required ? 

Mr. Grermmann. No identification required. 

Senator Barrierr. Where is Fort Greeley in—relative to Fair- 
banks? 

Mr. Gremann. 110 miles—105 miles south. South of Fairbanks, 
on the Richardson Highway. It’s in the Big Delta—the Big Delta 
area. 

Senator Bartiterr. Mr. Greimann, you may be assured that the 
committee will inquire into this matter. 

Mr. Grermmann. And in the grandfather rights on the—in the 
State, I would like to add this, that I would feel it would be up to 
the Public Service Commission to look into the grandfather rights. 
That is, before the Congress enacted the bill, knowing that—too well, 
that the Public Service Commission hasn’t been operating or func- 
tioning, I feel that that is the reason that this is brought up, but 
due to the fact that now there is a Public Service Commission, I feel 
that they could get the facts and particulars on all the operations 
in Alaska, and put their own recommendations before a congres- 
sional committee. 

Senator Bartierr. Are there any questions, Representative 
Moulder—or Mr. Barton? 

Mr. Barron. Yes, sir. Does the Army operate these buses ? 

Mr. Grermmann. Yes, the Army. 

Mr. Barron. Who’s in charge of the operation out there now? 

Mr. Gretm ann. I don’t know the name of the commanding officer 
now. : 

Senator Bartterr. Do you know the name of the commanding officer 
at Fort Greeley ? 

Mr. Gremann. No, that’s what I say, I don’t know the name of 
the commanding officer now. 

They just had a change in personnel I believe about 3 months ago. 

Senator Bartretr. Well, could you possibly secure that name and 
furnish it to Mr. Barton ? 

Mr. Gretmann. I sure could. 

Mr. Mover. Do they make charges for this service ? 

Mr. Gretmmann. No, no, none whatsoever. 

Mr. Movrper. Do they run regularly—do they run on regular sche- 
duled time? 

Mr. Gremmann. Yes, they do. 
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Mr. Movutper. And then you have a regular scheduled service? 

Mr. GREIMANN. Yes. 

Mr. Movutper. How often do they run? 

Mr. Gretmmann. Well, last summer we were running three times ¢ 
week up and down the road, and they followed schedule for schedule 
with us, and sometimes they added schedules on the road. 

I mean, this is—it’s a thing that I was told would never happen in 
the United States, that is, the lower 48 States, and that’s the reason 
I was particularly interested in it, since we have become a State, it is 
still going on, and would, will probably prevail until something is 
done about it. 

Senator Bartiterr. Thank you, Mr. Greimann. 

Mr. Gremmann. Thank you, Senator. 

Senator Bartrterr. We are going to recess now, to reconvene at 
9:30 o’clock in the morning. 

(Whereupon, at 5:30 p.m., Thursday, October 29, 1959, the hearing 
was recessed to reconvene on Friday, October 30, 1959, at 9:30 a.m.) 
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FRIDAY, OCTOBER 30, 1959 


U.S. SENATE, 
CoMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
Federal Court, Fairbanks, Alaska. 

The committee met, pursuant to notice, in the Federal courtroom, 
U.S. Federal Building, Fairbanks, Alaska, on Friday, October 30, 
1959, at 9:30 a.m., Hon. E. L. Bartlett presiding. 

Senator Bartierr. The committee will be in order. 

Now, there are several witnesses yet to be heard on transportation 
matters. 

Weare glad to have you here, Mr. Blood. 


STATEMENT OF H. R. BLOOD, FAIRBANKS TERMINAL MANAGER, 
LYNDEN TRANSFER, INC., FAIRBANKS, ALASKA 


Mr. Buioop. I am H. R. Blood, Fairbanks terminal manager, Lyn- 
den Transfer, Inc., Fairbanks, Alaska. Lynden Transfer, Inc., 1s a 
scheduled motor carrier between Seattle and Fairbanks designed to 
meet the express needs of Alaska interior. 

This past season we have, by arrangement with the owners, utilized 
a warehouse situated on the Railroad industrial property. 

During the month of August I was ordered to remove all of Lyn- 
den’s equipment from the industrial area, and to desist parking trucks 
in the dature. 

We had this equipment moved to privately owned land adjacent to 
the area. I am informed that the Railroad, through Mr. Buckley, 
called the State police, requesting that two of our vans be impounded. 
The matter proved somewhat embarrassing, I’m sure, when Mr. 
Buckley learned that in fact our rigs were on F. E. property. 

It is a matter of common knowledge among warehouse owners on 
leased property from the Railroad that use of any freight haulin 
motor trucks jeopardizes the continued lease use of this property iad 
most owners are constantly fearful of this, as leases contain a 60-day 
cancellation clause and removal of concrete-based buildings is virtually 
——— 

uring this past season I have made several attempts to secure reefer 
cars from the Alaska Railroad to connect with Lynden Transfer’s 
reefers coming north from Seattle with perishables bound for Clear 
and that area. 

A check with Mr. Buckley disclosed that these cars were available, 
but to date I have been unable to procure the use of even one. 

It is my understanding that a number of these units are deadlined 
here or in Anchorage, and have been all the year. 
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Senator Bartterr. Thank you, Mr. Blood. 

Do you know why you were ordered to remove all the Lynden equip- 
ment from the industrial area ? 

Mr. Bioop. No, not for sure, I do not. 

Senator Bartierr. The order for removal stated no reason ? 

Mr. Buioop. Well, the order for removal was a verbal one, coming to 
me first from the special agent, and then later through telephone con- 
versation with the district freight and passenger agent. 

As I recall, the statement was made that no freight trucks were to 
use the area, and that the Alaska Railroad didn’t want any freight 
trucks in the industrial area. 

Senator Bartierr. Now, you said you had utilized the warehouse 
by arrangement with the owners. Who were the owners? 

Mr. Bioop. The owners of the warehouse were the Independent 
Lumber Co. 

Senator Barrierr. Who is Mr. Buckley ? 

Mr. Buioop. Mr. Buckley is the district freight agent for the Alaska 
Railroad, at Fairbanks. 

Senator Barrierr. No written instructions for removal were ever 
given to you? 

Mr. Bioop. No, sir. 

Senator Bartrierr. Do you know if any other trucking company was 
in a like situation, and if so, whether similar action was taken against 
that company ? 

Mr. Buoop. It is my understanding that an Anchorage company was 
in a similar position.. As far as Il know, they were not ordered to 
vacate the property, but I can’t swear to that. 

Senator Barrierr. You use the term “F. E. property’ “—in other 
words, the property of the U.S. Smelting, Refining & Mining Co. ? 

Mr. Buioop, That’s correct. 

Senator Barrierr. Would you care to inform the committee of your 
personal conclusions regarding the reason for the order to remove, or 
would this be merely supposition, and something for which you have 
no evidence ¢ 

Mr. Bioop. I’m afraid at this time it would be supposition, and my 
personal opinion at this time, so that would preclude me making a 
statement on that. 

Senator Bartierr. And would the same then be true as to the fail- 
ure of the Alaska Railroad to provide reefer car service for you ¢ 

Mr. Boop. Would you restate your question, please ? 

Senator Barrierr. I am looking at the concluding paragraph of 
your statement, and you say that you tried to get reefer cars from the 
‘Alaska Railroad unsuccessfully, Do you know why the railroad 
would not furnish those cars ? 

Mr. Buioop. No; I do not. If I recall correctly, at the time Mr. 
Buckley, after I had called him a number of times, endeavoring to 
work out a connecting carrier agreement with them on this, informed 
me that the holdup and delay on the reefer cars on this end was in 
Anchorage, and not his decision. I believe Mr. Kunz had not made a 
decision on it, or failed to do so. 

Senator Barrierr. Lynden Transfer, Inc., operates how many 
trucks? On the Alaska run? 
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Mr. Bioop. We are a scheduled carrie¥ out of Seattle to Fairbanks, 
operating from two to five scheduled vans weekly. 

Senator Bartierr. Is this the company that was the subject of an 
article some time back in the Saturday Evening Post ? 

Mr. Bioop. Yes, sir; it was. 

Senator Barrierr. What classes of freight do you haul from Seattle 
to Alaska ? 

Mr. Bioop. Everything, from perishables and freeze to dry freight 
and contractors’ equipment. 

Senator Bartierr. Is Fairbanks the point of final destination for 
your company ? 

Mr. Buoop. It is the point of final destination. 

Senator Barrierr. Is your business increasing, decreasing, or hold- 
ing its own? 

Mr. Bioop. Our business has been on the increase, and very much so, 
in the past few years. 

Senator Barrierr. Mr. Barton? 

Mr. Barron. Thank you, Senator. Mr. Blood, do you know of any- 
one who’s had his lease canceled because he’s used motor trucks? 

Mr. Boop. We're speaking of within the industrial area ? 

Mr. Barron. The industrial area, yes, sir; the area you’re talking 
about here. 

Mr. Buioop. No, sir. 

Mr. Barron. Do you know of anybody who has received threats 
that his lease would be canceled because of the use of motor trucks? 

Mr. Buoop. Just by hearsay, that is all. 

Mr. Barron. Not to your own knowledge—merely rumors? 

Mr. Buoop. Yes, sir. 

Mr. Barron. You speak of connecting with your reefers coming 
north; will you explain to me how you had planned your operation to 
fit in with the reefer cars from the Alaska Railroad ? 

Mr. Buioop. Of course from a geographical standpoint and of neces- 
sity it’s necessary for any motor carrier coming into the Fairbanks 
area to get down to Clear and—or rail belt area over rails, for as wé 
know, there are no roads into that area. They have the only means of 
transporting surface freight into that area. 

Mr. Barton. How were you going to connect? Were you going 
to put your reefers onto their flatcars, or were you going to put your 
perishables into their reefer cars? How did you plan to handle it? 

Mr. Brioop. In those operations, due to the nature of our equip- 
ment which is specially designed for that long haul over the Alcan 
Highway, it wasn’t exactly designed for placing on the railroad flat- 
cars. We knew that at the time, and actually the railroad had voiced 
considerable concern about handling Lynden Transfer trucks at all 
due probably to the fact that they prefer to use the shorter vans 
rather than the rubber-tired 40-footers that we used for the highway. 
We had hoped to work out an arrangement with the Alaska Rail- 
road where we could transfer our perishables to small reefer vans that 
the railroad owns and used to use—perhaps still do—between Anchor- 
age and Fairbanks and Fairbanks down through the coal mining 
area. 

Mr. Barron. Was that the proposal you made to them that was 
not accepted ? 


51709—61——— 26 
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Mr. Buioop. Actually we never got that far with it. There wasn’t 
any need of going into detail and trying to build this thing up unless 
we could get a commitment on these cars. We couldn’t accept perish- 
able freight out of Seattle bound for Clear and the rail belt area 
unless we got a definite commitment from them that they would pro- 
vide service for us on this end. 

Service is readily available, of course, from the seacoast, the port of 
Seward, on up, on the long rail haul. 

Mr. Barton. It is your opinion, then, that cars were available, but 
that the Alaska Railroad for some undisclosed reason wasn’t willing 
to let you use them ? 

Mr. Buioop. That’s my personal opinion, that’s right. 

Mr. Barron. Thank you, Mr. Blood. 

Mr. Movutper. Mr. Chairman, in view of the fact that Mr. Buckley 
is in the audience, maybe he would care to explain to us about this 
situation. Where is Mr. Buckley? 

Senator Barrierr. Mr. Buckley if you desire to say anything, 
would you come down so we can get it on the mike? And please 
give your name and position. 


STATEMENT OF LARRY BUCKLEY, DISTRICT FREIGHT AND PAS- 
SENGER AGENT, ALASKA RAILROAD, FAIRBANKS, ALASKA 


Mr. Buckirey. My name is Larry Buckley. I’m the district freight 
and passenger agent with the Alaska Railroad in Fairbanks. 

I haven't followed the case, and I don’t feel that I’m qualified to 
sit up here and answer questions, 

However, any questions that any person here wishes to have 
answered, I can get the answers for him through Anchorage as soon 
as possible. 

Senator Bartierr. Mr. Buckley, you are then requested to put to 
Anchorage the allegations or statements made by Mr. Blood, with 
the hope ‘that you can provide answers for the committee before final 
adjournment, and that, if that should prove impossible, it is our re- 
quest that written answers be submitted to the committee at a later 
date, although we would prefer verbal testimony. 

Mr. Buck.ey. You will have the answers this afternoon. 

Senator Bartterr. Thank you, sir. 

Mr. Blood, have you anything further to say about the transporta- 
tion situation in Alaska? 

Mr. Boop. No, sir; I do not. I appreciate the opportunity to sit 
here before this gr oup and express my views on the subject. 

Senator Barrier. Is Lynden Transfer, Mr. Blood, an Alaska 
corporation ? 

Mr. Broop. It is not; it’s a State of Washington corporation. 

Senator Bartterr. Thank you very much for your testimony. 

(The following telegram in reply to Senator Bartlett’s request 
above set out, was received from Anchorage, October 30, 1959 :) 

ANCHORAGE, ALASKA, October 30, 1959. 


Senator BARTLETT, 
Chairman, Senate Subcommittee, Interstate and Foreign Commerce, 
Fairbanks, Alaska 
(Attention Mr. Buckley) : 
May I refer to testimony of Mr. R. H. Blood before your committee this date. 
This summer, Mr. Blood’s firm was using the roadway serving the Alaska 
Railroad industrial area as a loading and staging area with resulting obstruc- 
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tion to traffic. Mr. Blood is correct in that we promptly ordered him to cease 
this practice. 

I have already testified that the railroad does not threaten leaseholders 
with cancellation if leaseholder fails to ship all his freight via the Alaska Rail- 
road. To clarify the record, the Alaska Railroad does not permit assignment 
or subleasing of ground obtained from the railroad. 

With reference to Mr. Blood’s last paragraph regarding reefer cars, I can 
only say that Mr. Blood has not asked us about reefer cars. He has asked our 
Mr. Buckley about special freezer van service at special rates not presently 
published. These special rates and special service were refused Mr. Blood, 
inasmuch as there was available regular cool room and refrigeration service 
Fairbanks to clear at published rates. 

Respectfully, 
R. H. ANbERSON, General Manager. 

Senator Barrierr. Mr. Carr? May we have the next witness, 
please ¢ 

Mr. Carr. Thank you, Senator. 


STATEMENT OF JESSE L. CARR, SECRETARY-TREASURER, LOCAL 
959, TEAMSTERS UNION, ANCHORAGE, ALASKA 


My name is Jesse L. Carr and my address is Post Office Box 2092, 
Anchorage, Alaska. I am the secretary-treasurer of Local 959, 
Teamsters Union, which covers all of Alaska except Kodiak. There 
is substantial agreement between the motor carrier operators and the 
Teamsters Union on the necessity of the regulation of the Alaska 
Railroad as provided in Senate bill 1508. 

Our union has long been in favor of the regulation of the railroad 
and our representatives have many times testified in favor of the men- 
tioned bill. 

We testified in the hearings held in Alaska in 1955; in Alaska in 
1957; in Washington, D.C. in 1958. This matter of regulation has 
been considered by the Congress for approximately 4 years and the 
situation of the trucking industry has been seriously deteriorating 
during that period. We are concerned because the unfair competi- 
tion has, in our opinion, destroyed the businesses of many motor 
carriers. The obvious consequences are, there is less employment 
opportunity for our members. 

In addition, the labor movement is generally in favor of regulation 
of carriers because of the requirements in the acts relating to safety 
conditions and other working conditions. I refer particularly to the 
extension of certain previously passed congressional acts to the rail- 
road as shown on page 3 of Senate bill 1508. 

Our union has labor agreements with the various motor carriers. 
We find it extremely difficult to negotiate those agreements because of 
the competitive position enjoyed by the railroad. The wages paid by 
the railroad are less than those paid by the private carriers. Railroad 
representatives have testified that the charge that the railroad pays 
less than motor carriers for wages is “fantastic.” 

The railroad representative, Mr. Edwin N. Fitch, in his testimony 
before the House committee, set out the wages of various classes of 
employees. A comparison between those and the wages paid by 
private carriers is as follows: 

The Alaska Railroad rate for “semi” drivers is $3.47 per hour; for 
the private carriers in the Anchorage area it is $3.885 per hour. 
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For the single truckdriver and delivery man, that paid by the 
Alaska Railroad is $3.407 per hour; private carriers pay $3.785 per 
hour, in the Anchorage area. 

Swampers and warehousemen, by the Alaska Railroad are paid 
$3.28 per hour; the private carriers in the Anchorage area are paying 
$3.685 per hour. 

The above scale for private carriers is for the Anchorage area, and 
in the Fairbanks area, the employees receive 10 cents more per hour 
than that shown above. 

In addition to the above hourly rates the private carriers pay $17.30 
per month per person to the health and welfare plan and 10 cents 
per hour per person to the pension plan. The fringe benefits on 
vacations, compensation coverage, and various other fringe benefits, as 
between the railroad and private industry, are quite similar. It 
should be obvious that the railroad pays approximately 60 cents per 
hour less than private industry. This allows the railroad an welll 
competitive advantage over the motor carriers. I recognize that this 
situation will not be resolved by the passage of S. 1508, but suggest 
that the competitive position of the motor carriers will be improved 
because regulation will result in a healthier transportation industry. 

On Senate bill 1509: 

We are and have long been in accord with the provisions of Senate 
bill 1509 which provides grandfather rights to motor carriers operat- 
—— Alaska. 

he carriers will be relieved of the long hearings necessary to ob- 
tain certificates of public convenience and necessity. It seems ele- 
mentary to us that those men who came to Alaska, invested their 
funds, established their businesses, fought intolerable conditions, and 
pioneered the trucking industry in Alaska should receive some con- 
sideration from the Congress. 

We are also in accord with Senate bill 2452 which provides for the 
establishing of a joint board and the filing of through routes and 
joint rates for various carriers. 

There appears a good possibility that the transportation of many 
commodities to Alaska in the next 10 years will ts on the basis of 
containers shipped to Alaska via air, and then carried through Alaska 
by motor carriers. 

In conclusion, let me say that the national policy on transportation 
for many years has been that the competing forms of transportation 
are encouraged to thrive. There should be a place for all of the var- 
ious forms of transportation. 

If the trucking industry in Alaska continues to be regulated, which 
is inevitable, the railroad industry must also be regulated. We cannot 
continue to play in the same game with different sets of rules. The 
only manner in which freight rates will go way up is to create a 
monopoly in the Government-owned railroad. If it destroys the 
truckers, it will destroy the jobs of our people. 

A second point is that a healthy transportation industry is essential 
to the development of Alaska. The railroad does not serve all points 
in Alaska, but, because of the histories of—because of history the 
bulk of the people are in the railbelt area. If the trucking industry is 





ALASKAN AND HAWAIIAN TRANSPORTATION 383 


to survive, it must be able to compete where the people are presently 
located. 

If Congress will regulate the railroad, it will save the trucking 
industry and will give it an opportunity to do its share in developing 
the State of Alaska. 

Thank you very much, gentlemen, for your consideration. 

Senator Bartierr. Mr. Carr, I have only one question and that is 
this: If the Alaska Railroad is placed under the ICC in respect to 
economic regulation, do you believe there is a probability or a con- 
siderable possibility that a general rate increase would be imposed, 
thus adding to the already high cost of living in the railroad belt? 

Mr. Carr. I certainly do not, Senator. 

Senator Barrierr. Would you give us your reasons for that state- 
ment, Mr. Carr ¢ 

Mr. Carr. I believe that if the truckers are put under a regulatory 
system, and the railroad is, that actually, in effect, it will force the 
freight rates down, because they can compete on a fair basis. 

Now, as far as the Alaska Railroad is concerned, I am not here to 
argue their rate structure, but I’ve seen so many discrepancies in their 
mode of operation. 

Now, if I might deviate for just one moment ? 

Senator Barrierr. Surely. 

Mr. Carr. I have many times in my capacity as secretary-treasurer 
been down in the freight yards—and I’ve seen flatrack trucks—this 
will probably be hard to believe—with a driver, two fellows in the 
front seat, and two in the back, and maybe a 2-ton load. 

Now, I think that if the truckers and the Alaska Railroad are put 
under ICC regulations, they’ll all have a fair compettive system, and 
it will force the freight rates down instead of up. If you have the 
Alaska Railroad—if they should continue in their—or if they should 
drive the rest of the truckers out of business, you’ll have a monopoly, 
and then you'll see your freight rates go up. 

Senator Barrterr. How many men would a private trucker have 
on that same size truck with the same size load. 

Mr. Carr. Well, knowing our truckers, they’d probably have one. 
[ Laughter. | 

Senator Barrierr. Mr. Barton? 

Mr. Barron. Mr. Carr, I take it you feel that in view of the favor- 
able wage scale of the Alaska Railroad as compared with the truckers, 
plus the fact that the railroad is not regulated, puts the trucker under, 
you might say, a double-barreled disadvantage. 

Mr. Carr. It certainly does, sir. 

Mr. Barron. And that it’s your opinion that if the Interstate Com- 
merce Commission were placed in position to regulate the railroad 
the result would be fairer treatment to the truckers, the railroad, and 
the apse generally ? 

Mr. Carr. Yes, sir, I do. 

Mr. Barron. Why do you prefer permissive joint board bill, S. 
2452, which provides for the permissive filing of through rates and 
joint routes rather than S. 2451, that would make these provisions 
mandatory ¢ 

Mr. Carr. Well, I’ve given that a lot of thought, and to be real 
truthful with you, the small carrier, I can see 
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Mr. Barton. That’s what we’d like, sir. 
Mr. Carr. Well, to be real truthful with you, the small carrier, 
I can see, would sur vive. 
Let’s say, for example, a million-dollar trucker would have no more 
rights under this if its mandatory. If it wasn’t mandatory, well, then, 
it’s a more competitive basis. 
However, to get to the meat of it—I don’t know quite how to put 
this 
Mr. Barron. That’s all right—you may amend your answer for the 
record later, if you desire. 
Mr. Carr. W ell, 1 don’t want to say the wrong thing here, and 
have the railroad elobber me. [Laughter.] 
Mr. Barron. That’s all 1 have now, Mr. Chairman. 
Senator Bartierr. Thank you, Mr. Carr. Are there any further 
questions ? 
All right. Mr. Geraghty. 





STATEMENT OF CLYDE GERAGHTY, TERMINAL MANAGER OF 
MITCHELL TRUCK & TRACTOR SERVICE, FAIRBANKS, ALASKA 


Mr. Geracuty. My name is Clyde Geraghty and my address is 210 
Bonnefield, Fairbanks. 

I am a stockholder and terminal manager of Mitchell Truck & 
Tractor Service. I am also a member of the Alaska Highway Car- 
riers. 

I am speaking in favor of some type of regulation on the Alaska 
Railroad which should be the ICC. ‘It is my feeling that the Alaska 
Railroad doesn’t use a realistic approach on the “establishment of 
their rates. Their operation has, with one exception, yet to make 
any capital improvements from their revenues, the one exception being 
the Fairbanks passenger depot. 

A)) other major capital improvements have been made through 
appropriations from Congress. Needless to say, this is not the case 
with private trucking operators and businesses. 

I have prepared the following comparison on class rates using the 
Northern Pacific Railroad class rates for moving commodities from 
Seattle, Wash., to Missoula, Mont. This distance is approximately 
460 miles. The distance from Seward to Fairbanks is approximately 
470 miles. The Northern Pacific Railroad is assumed to move its 
greatest tonnage westbound; even so, their eastbound movements 
must be of sufficient volume for establishing a realistic tariff. The 
Northern Pacific Railroad crosses a high divide and we assume must 
have a snow removal problem similar to what the Alaska Railroad ex- 

eriences, except that the season may be a month or two shorter, 

iven so, it would seem quite evident that the cost of operating in 
Alaska cannot be as cheap as stateside from a matter of cost of fuel, 
freight, or equipment and labor. 

The rates in the case of Northern Pacific Railroad are obtained 
from North Pacific Coast Freight Bureau Tariff No. 1016, which 
includes pickup and delivery. 

In the case of the Alaska Railroad they are obtained by subtract- 
ing Alaska Steamship Tariff No. 795 to Seward from the Alaska 
Railroad’s Tariff No. 5N cover ing throash shipments from Seattle to 
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Fairbanks including delivery. It also includes the wharfage and 
handling in Seward. 

Shall I go ahead and read these rates? 

Senator Bartterr. Why don’t you take a couple of typical exam- 
ples, and then we'll include the rest in the record ¢ 

Mr. Geracuty. All right. Well, I'll take the third class to start 
out with. 

The Alaska Railroad’s Tariff No. 5N quotes $5.13 from Seattle to 
Fairbanks including delivery; the Alaska Steamship’s Tariff No. 795 
is $2.35, and you take $2.35 off of $5.13, and it’ll give you $2.78 for 
the railroad’s proportion. 

Compare the $2.78 against the Northern Pacific Railroad, who 
charge $3.37 on their third class; that makes a difference of 59 cents 
less that the Alaska Railroad is performing that service for. 

Taking the fifth class—I’ll just jump to the fifth class now—the 
Alaska Railroad’s No. 5N Tariff is $3.94; Alaska Steamship’s is $1.85, 
giving the railroad $2.09 for fifth class, and the Northern Pacific 
Railroad’s figure is $2.78, making a difference of 69 cents less that 
the railroad is performing that service for. 

Now I'll jump down to the worst example of that, which is class C. 
Alaska Railroad’s Tariff No 5N is $2.85. Alaska Steamship’s tariff is 
$1.50, giving the railroad—the Alaska Railroad—$1.35 for their pro- 
portion of that tariff, and the Northern Pacific Railroad charges $2.18, 
and that makes a difference of 83 cents less the railroad is performing 
this service for. 

These will give you a few examples, and then you members will 
have the copies showing the rest. 

Senator Bartrierr. The remainder of the table, Clyde, will appear 
in the printed record. 

(Table follows in full, for the record :) 


Class rates 








ee! RR. Propor N.P.C.F.B. | Difference, 








ARR. 

Class No. 5N No. 795 | tions of No. | No. 1016 col. 4—col. 3 

| | 5N | 

| | | | 
(1) (2) (3) (4) (5) 

ee ickicaddvintic wate dents ‘ $7. 16 | $3. 28 $3. 88 | $3. 97 $0. 09 
eco aassteasaes ; 6.17 | 2. 84 | 3. 33 | 3. 67 | 34 
ee, See 5.13 | 2. 35 2. 78 | 3. 37 | . 59 
BS eher ee  e eal 4.48 2.07 | 2.41 3.08 . 67 
SR indhsasebcdarvnieweashsasaceal 3.94 1. 85 | 2.09 2.78 . 69 
Ty chancel caciutelbl aad ren tates och 3.94 1.85 | 2.09 2. 58 49 
ee dee eh Re EAE, Freeh | 3. 50 1. 78 | 1.72 | 2. 38 . 66 
OtUG . . die badd ack sdecthcde sshd 2.85 1. 50 | 1.35 | 2.18 .83 
Meissen igesaadieiniatteadans: 2. 60 | 1.43 | 1.17 | 1.99 82 
as cs 2. 98 | 1.29 | "99 | 1.79 80 

| 





Mr. Geracuty. OK. Now, as shown in the comparison, the 
Alaska Railroad is labeling itself as a more efficient and better opera- 
tor than the stateside operator in face of higher operating costs, no 
backhaul revenue, and the moving of a smaller amount of tonnage 
one way. 

The trucking industry cannot cope with a Government owned and 
operated railroad which does not answer to any regulatory body, 
which does not amortize its capital investment, and which does not 
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ay any Federal or State taxes, and which, if it so desired, could 
ower its rate to drive any privately owned trucking concern out. of 
business and know that their loss will be subsidized by the taxpayer. 

It is apparent that the transportation industry is a pioneer asset 
in the progress and development of any new State and its vast areas. 
A healthy competitive attitude is necessary for the continuing pros- 
perity of and growth of a State. 

This has been effectively done by regulatory bodies in the 48 States. 
In view of the fact the Alaska Railroad does not place itself on 
the same status as the stateside railroads as reflected by its rates, 
it presents a situation that will make the transportation industry a 
sick one and which will necessarily reflect in the development of our 
new State, without a regulatory body over all of the transportation 
industry. 

Senator Bartietr. Mr. Barton? 

Mr. Barron. Yes, sir. Mr. Geraghty, you say these differences 
are obtained by subtracting Alaska Steamship’s tariff No. 795 to 
Seward—do you mean from Seattle ? 

Mr. Geracuty. From Seattle, yes; I neglected to point that out, 
I guess. 

Mr. Barron. From the Alaska Railroad tariff No. 5N covering 
through shipments from Seattle to Fairbanks, explain to me just 
how you did this, and why you did it this way? 

Mr. Greracuty. Well, I don’t know of any other way to make a 
comparison. I’m not much of an expert on rates, but I just thought 
that might be a fair comparison. I know that the Northern Pacific 
Railroad operates in temperature extremes such as we have here, 
and over possibly the same kind of terrain, and then, taking about 
the same distance, I thought it would be a fair comparison. 

Mr. Barron. Do you know that the divisions of the Alaska 
Railroad are the amounts that you show here? 

Mr. Geracuty. Well, that is their published tariff. 

Mr. Barron. Do you know that their division is the difference 
between the rate for the through shipments from Seattle to Fair- 
banks, that is, the Alaska Railroad rates, as compared with the Alaska 
Steamship tariff rates from Seattle to Seward? 

Mr. Geracuty. Yes. 

Mr. Barron. But I say you don’t know, though, that the difference 
is always the proper division ? 

Mr. Ba ceaer. Well, I am told, and it, I believe it’s correct, that 
the Federal Maritime Board will not let the Alaska Steamship Co. 
charge a different tariff than what they’re charging to Valdez, and 
Valdez and Seward have the same rates. 

Mr. Barron. This through tariff, though, of the Alaska Railroad 
applies from Seattle to Fairbanks ? 

Mr. Geracuty. Yes, sir. 

Mr. Barron. How is the revenue divided between the carriers that 
participate in the haul? 

Mr. Geracuty. I do not know that for sure; no. 

Mr. Barron. In other words, these amounts do not necessarily 
represent what the railroad gets out of its haul, where the traffic is 
hauled jointly ? 
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Mr. Geracury. Well, I can’t say for sure whether it does or not, 
but I am assuming that it must be what they charge other—what they 
charge into Valdez or other companies into Seward. 

Mr. Barron. In any event, Mr. Geraghty, do you think that the 
Government agency that can charge apparently less in the unfavor- 
able conditions of Alaska, as compared with some parts of the Western 
United States and free from taxes, free from regulations of all sorts, 
does furnish unfair competition to the truckers? Is that your gen- 
eral view ? 

Mr. Geracuty. That’s my feeling; yes, sir. 

Mr. Barron. Thank you, sir. 

Senator Barrierr. Clyde, what would happen to Alaska if the 
Alaska Railroad were to close down tomorrow ¢ 

Mr. Geracutry. Well, I think it would hurt Alaska from the 
standpoint of transportation problems, for one thing, and from the 
payroll and things that are invested in the territory, it would prob- 
ie reflect somewhat on that condition. 

Senator Barrierr. Do you believe the Alaska of today, and es- 
pecially what we hope and know will be the glory of the Alaska of 
tomorrow, will support a healthy transportation system consisting 
in part of the Alaska Railroad, and a good, strong trucking industry ¢ 

Mr. Grracuty. Yes; I do. I think—well, the mere fact that the 
Northern Pacific Railroad rates that they have quoted—and they’re 
under the regulatory Interstate Commerce Commission body as well 
as the trucking industry, in the States—why, it would seem to me 
that the Interstate Commerce Commission is trying to promote a 
healthy industry there, so, surely, in view of that, why, if all the 
transportation industry was under one regulatory body, steps could 
be taken to promote the health of that industry. 

Senator Barrierr. Mitchell Truck & Tractor serves what points? 

Mr. Greracuty. We serve primarily Valdez to Fairbanks and way 
points. 

Senator Barrterr. Has your business increased or diminished ? 

Mr. Greracuty. It has diminished; at one time we were operating 
five trucks, and in the last 3 years we are barely able to keep one truck 
going. 

Senator Barrterr. Why do you believe that this situation has 
arisen ? 

Mr. Greracuty. It’s strictly on the basis of the rates charged by the 
Alaska Railroad; it’s taken all the business away from us. 

Senator Bartuertr. Is it your personal opinion then that the Alaska 
Railroad deliberately sets up a rate structure to damage the trucking 
industry ? 

Mr. Senakuies. Well, I don’t know whether to say it’s deliberately 
damaging the trucking industry; it is actually; but I don’t know 
whether that was their purpose. But they certainly are charging a 
way less than what we can hope to survive on. 

Senator Barriterr. Can you operate, more cheaply, the Mitchell 
Truck & Tractor since the Richardson Highway was paved ? 

Mr. Greracuty. Yes, we can operate a little cheaper. 

Senator Bartterr. Did that make quite a substantial difference in 
your operating costs or not, Clyde? 
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Mr. Greracuty. Not too much, but it has—I couldn’t say in dollars 
and cents just how much it has made a difference, but it has made a 
substantial difference, yes, sir. 

Senator Bartierr. How long does it take, on the average, for one 
of your trucks to make the run from Valdez to Fairbanks? 

Mr. Grracuty. Well, it takes approximately 12 hours. 

Senator Barrierr. And how far is that? 

Mr. Geracury. That’s 365 miles. 

Senator Barrierr. How long have you been in Fairbanks, Clyde? 

Mr. Greracuty. Well, I’ve been here all my life with the exception 
of 8 years. 

Senator Bartiterr. And how long have you been engaged in the 
trucking business ? 

Mr. Grracury. Since 1945. 

Senator Barrierr. Thank you very much. 

Are there any further questions of Mr. Geraghty ? 

I appreciate your coming before the committee, Mr. Geraghty, and 
making your statement. 

Mr. Greracutry. Thank you, Senator. 

(Telegram, re Mr. Geraghty’s testimony, received October 31, 1959, 
for the record, as follows :) 

ANCHORAGE, October 31, 1959. 


Senator E. L. BARTLETT, 

Chairman, Senate Subcommittee, Interstate and Foreign Commerce, Fairbanks: 
As per your request herewith is comparison of the Northern Pacific class rates 

Missoula, Mont. to Seattle, a distance of approximately 460 miles, with the 

Alaska Railroad Division of Tariff 5N Seattle to Fairbanks. Northern Pacific 

class rates are based on Mountain Pacific intraterritorial class rates and include 

the 12 percent and 2 percent ex parte 206 and 212 increases. 


Alaska Railroad Division of 5N class 


Mountain Pacific Intraterritorial rates—NSeattle to Fairbanks 
Class : Rate | Class: Rate 
a cl al $3. 97 a a tea $3. 88 
Maud ek ath blet babel dst ede dcahdodd ake 3. 37 Bi i hnse tds tt tek nal heats 3. 33 
Wai GRC ands ewe 2. 77 satis cdietded 2. 78 
shed it deetacitiinate tl etiictsitghasbaiislacpebiainiapiihs 2. 38 el eT ld al ae 2. 41 
a A ee anes 1. 99 ss panded cae 2. 09 
Nia tinea tii aise 1. 59 i a a ale ls ilar a Ita 
ad hahha cs dean arg tan ctw ade 1.18 il iicccipits kc nupe t  Seealtees 1. 35 
a a . 99 | ai ee Rs dee ae ea 4.27 
BE rs thes hat anksietdge chow 79 Dk tro Sinha ah ech Ey anicebavgrebenneeaiitented . 99 
Respectfully, 


R. H. ANDERSON, 
General Manager, The Alaska Railroad. 


AFTERNOON SESSION 


The committee met, pursuant to notice, at 2:15 p.m., at Fairbanks, 
Alaska, Chairman E. L. Bartlett, presiding. 

Senator Bartierr. The hearing will come to order. 

We are going to hear a transportation witness. Mr. Rasor. 


STATEMENT OF JOHN C. RASOR, FAIRBANKS, ALASKA 


Mr. Rasor. My name is John C. Rasor, Box 1523, Fairbanks, 
Alaska. 

On or about August 1, 1957, I entered into a written agreement 
with Mr. Brue of the Alaska Railroad to operate a public dump for a 
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period of 3 years. I had this 3-year lease with the railroad for using 
some of their ground for a dump and garbage refill, and the lease 
wasn’t to expire until September 1, next year. 

On or about the 26th day of August, I received a written notice of 
my contract’s termination, I received a termination notice from them 
on the 26th of August, under paragraph 1, no reason at all. 

Senator Bartrierr. What year? 

Mr. Rasor. This year, 1959. That’s the lease there, Senator. 

Senator Bartietr. This is a use permit from the Alaska Railroad, 
Contract No. 14-04-003-1442. May we have this for the record, sir? 
Or a copy of it? 

The wording of the permit goes on to state that the railroad, being 
the Alaska road, the Alaska Railroad, grants the permittee to use the 
following described land, situated within the Alaska Railroad termi- 
nal reserve at Fairbanks, for the purpose of a garbage disposal and 
fill area. The area itself is south of the Fairbanks terminal yard 
and lying between the, between Railroad Avenue and the Cheenah 
River, as indicated in red on the print attached hereto. 

The condition is that the permit shall begin September 1, 1957, 
and continue for 3 years, or until terminated on 30 days’ notice in 
writing for either party, or any time by mutual written consent of 
the parties, or by the railroad at any time without previous notice 
if any payment of rental is in arrears, and the rental is set forth in 
this permit as the sum of $120 per year, and certain stipulations are 
set forth as to how the ground, the land, must be used. 

Now, you say that this permit was canceled in August 1959? 

Mr. Rasor. Yes, sir. 

Senator Barrierr. You were first given 30 days’ notice? 

Mr. Rasor. That’s the notice there. It was in August. 

Senator Barrierr. Termination notice is dated August 26, 1959, 
and refers to the contract which has been already numbered for the 
benefit of the record, and merely states that the above-numbered 
contract, dated September 3, 1957, between the Alaska Railroad and 
yourself, parenthetically it will be said that “yourself” in this in- 
stance, refers to Mr. Rasor, to whom the letter is addressed, and then 
I continue with the quotation from the letter: 

“Covering permit for use of an area of land south of the Fairbanks 
terminal yard and lying between Railroad Avenue and the Cheenah 
River is hereby terminated effective October 1, 1959. Reason: On 
30 days’ notice in accordance with condition No. 1 of Contract 
No.”—and the number has already been given. 

Which is condition No. 1, Mr. Barton ¢ 

Mr. Barron. It shall begin on September 1, 1957, and continue for 
a period of 3 years or until terminated on 30 days’ notice in writing 
by either party, or at any time by mutual written consent of the 
parties, etc. 

Mr. Rasor. Yes. 

Senator Barriterr. And what is this, John? 

Mr. Rasor. That’s just checks in return. 

They gave me an extension there until June, once, and then they 
backed up again until March 31, to get my equipment off of the 
grounds. 

Senator Bartrierr. On October 1, 1959, Mr. Brue, H. F. Brue, real 
estate contract agent for the Alaska Railroad at Anchorage, directed 
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a letter to Mr. Rasor, with which was returned a check made out to 
the railroad, made out by Mr. Rasor, in the amount of $70, and al- 
lowing him, Mr. Rasor, 6 months from that date to move the scrap 
steel, building, et cetera, from the premises. 

It is the case, as the witness has testified, that an earlier date; 
namely, September 29, 1959, he had been given until June 1, 1960, 
for such removal. 

It is true, as stated by the witness that the Alaska Railroad, this 
time under date of October 6, by way of a letter to Mr. Rasor, gave 
him until March 31, 1960, to remove his belongings from the premises. 

Now, do you want to read that, John? 

Mr. Rasor. I am the owner and operator of Johnny’s Dump, lo- 
cated on railroad property in the railroad area. On or about the 
Ist of August, 1957, I entered into a written agreement with Mr. 
Brue of the Alaska Railroad to operate a public dump for a period 
of 3 years. 

On or about the 26th day of August, I received written notice of 
my contract’s termination, effective expiration date to be October 
1 this year. 

No reason was given as to why I was having my contract terminated, 
but I feel that due to a remark made by Mr. Ross, or the agent prior 
to Mr. Buckley, to the effect that they didn’t wish the Alaska Freight 
Lines to use the dump, because they were competitors of the Alasks 
Railroad, and that—and the fact is that upon one occasion I used a 
Liynden Transfer van to load scrap metal, that the contract has been 
terminated because I have had business dealings with a trucking 
company. 

Senator Barrierr. Thank you. May we have that statement? 

Now, Mr. Rasor, you referred to a remark made by Mr. Ross. 
Did you go to Mr. Ross and ask him why the use permit had been 
canceled ? 

Mr. Rasor. He isn’t here any more. 

Senator Bartierr. Well, did you go to him? Did you go to any 
official of the Alaska Railroad ? 

Mr. Rasor. I asked Mr. Brue when he came up here, and he told 
me the only reason was there was a few rats over in the warehouse 
that had done $40 worth of damage, and smoke bothered the engineers. 

Senator Barrierr. Well, in your statement, you said that you had 
a guess that the contract was terminated because they—“they” being 
the Alaska Railroad—didn’t want Alaska Freight Lines to use the 
dump. Well, how was the Alaska Freight Lines using it ? 

Mr. Rasor. They used it to dump their trash and refuse there. 

Senator Bartierr. With your permission. Mr. Barton? 

Mr. Barron. Do you feel, Mr. Rasor, that to allow the competitors 
of the Alaska Railroad to use the dump was the cause for cancellation 
of the lease, or do you think the cause is the reason they gave you? 

Mr. Rasor. They wouldn't give me their reason. But I think it’s 
all because I shipped my stuff out on trucks, and not by the railroad. 

Mr. Barron. Well, I understood you to say they gave you the rea- 
son there were rats and smoke ? 

Mr. Rasor. Well, that’s the reason that he gave me, yes—Mr. Brue. 

Mr. Barton. But you don’t think that those are the real reasons? 

Mr, Rasor. No, I don’t. 














ALASKAN AND HAWAIIAN TRANSPORTATION 391 


Mr. Barron. Mr. Chairman, I would suggest that Mr. Buckley is 
in the audience, and perhaps he would attempt to ascertain for us 
why this lease or agreement was canceled. Is Mr. Buckley here? 

Senator Barrierr. Mr. Buckley. If you please, would you be good 
enough to come forward? Mr. Barton has a request to make of you, 
Mr. Buckley. 

Mr. Barron. Mr. Rasor holds contract No. 14-04-003-1442, with 
the Department of Interior, which has been canceled, although the 
time has been extended a couple of times. Could you ascertain for 
us, sir, why this contract was canceled? Why this lease agreement 
was canceled? This is Mr. Rasor—John Rasor, who holds the con- 
tract. 

Mr. Buckiry. OK. I'll be talking to Mr. Anderson in about an 
hour. I just got through asking—getting this other information that 
you asked for. 

Senator Barrierr. He’ll be expecting further calls from you, ’m 
sure. 

Mr. Bucktuey. Yes, sir. 

Mr. Barton. You will undertake to find out the cause of the cancel- 
lation, then. Thank you, sir. 

That’s all the questions I have, Mr. Chairman. 

Senator Bartierr. Mr. Rasor, before this had you ever had any 
difficulties, any real trouble with the Alaska Railroad ? 

Mr. Rasor. No, sir. 

Senator Barriterr. Your relations were good, so far as you knew? 

Mr. Rasor. Always got along good with them, never saw any of 
them, never had trouble; I had an agreement there and I worked 
with and under the supervision of them, of the officials over there, 
with the roadmaster, Mr. Alder, with the new one—lI’ve never seen 
him. I don’t even know who he is. 

Senator Bartietr. Had the Alaska Railroad ever represented that 
you were not using the land in the manner that they desired you to? 

Mr. Rasor. No, sir. 

Senator Barrietr. And how large an area is this? 

Mr. Rasor. Oh, I imagine it’s about 10 acres. 

Senator Bartierr. Thank you, sir, that’s all. 

Mr. Rasor. Thank you, Senator. 

(There was received on October 30, 1959, relative to Mr. Buckley’s 
request to Mr. Anderson, the following telegram from the Alaska 
Railroad, which is inserted at this point in the record:) 

ANCHORAGE, ALASKA, October 30, 1959. 
Senator BARTLETT, 
Chairman, Senate Subcommittee, Interstate and Foreign Commerce, Fairbanks, 
Alaska: 

With regard to Mr. John Rasor’s statement to the effect that the Alaska Rail- 
road canceled his garbage dump permit because he shipped via other means. 

Our traffic department was unaware of any freight movement initiated by 
Mr. Rasor. On September 3, 1957, Mr. Rasor was granted a 3-year use permit 
to dump garbage in an old barrow pit in the railroad yards. 

A condition of this permit required Mr. Rasor to provide sufficient and adequate 
liability insurance. To date, he has not furnished evidence of this. On April 
21, 1959, Mr. Rasor was advised of the cluttered appearance of his facility. On 
August 26, 1959, Mr. Rasor’s permit was canceled and by letter of September 29, 
1959, he was advised that he would have until June 1, 1960, to remove his facility 
from the area. 

Respectfully, 
R. H. ANDERSON, General Manager. 
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Senator Barrierr. I think we had better start at 9 o’clock in the 
morning. 

We will recess now until 9 a.m. tomorrow, when we will hear testi- 
mony on 8. 1899, a bill to authorize the establishment of the Arctic 
Wildlife Range, Alaska, and for other purposes. 

(Whereupon, at the hour of 5:30 p.m., on Friday, October 30, 1959, 
the hearing in the above-entitled matter conducted at Vairbanks, 
Alaska, was recessed to reconvene on the morning of Saturday, Oc- 
tober 31, 1959, at the hour of 9 a.m.) ? 


1The hearings on the Arctic Wildlife Range were printed separately under the title 
of “Arctic Wildlife Range—<Alaska,”’ and consists of pts. 1 and 2. 
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MONDAY, NOVEMBER 16, 1959 


U.S. SENATE, 
ComMitree ON INTERSTATE AND ForEIGN CoMMERCE, 
Honolulu, Hawaii. 

The committee met at 10 a.m., Senator E. L. Bartlett presiding. 

Senator Bartierr. The committee will be in order. 

We of the committee from the mainland wish to say to the people 
of Hawaii: Aloha. 

We are very glad to be in the 50th State resuming hearings on cer- 
tain transportation matters affecting the new State, which first came 
before the Senate Committee on Interstate and Foreign Commerce 
in Washington. Hearings were then held in Alaska, and now they 
will conclude, insofar as the field is concerned, at this time here in 
Honolulu. 

Senator Warren G. Magnuson, chairman of the Senate Committee 
on Interstate and Foreign Committee, of which I am a member, asked 
that I hold the hearings in Alaska, and subsequently he made the 
request that I come to Hawaii to hold hearings on the two bills which 
will be under consideration because they apply with equal force and 
effect, if enacted into law, to Hawaii, as well as to Alaska. 

Before we begin the hearings I should like to take this opportunity 
to thank the people of Hawaii for their kind and generous hospitality 
displayed to all of us during our stay here. Likewise, I want to extend 
to the people of Hawaii at this time congratulations on their becoming 
citizens of the 50th State. 

The hearings that are to commence now were especially requested 
by Senators Long and Fong, and Congressman Inouye, and person- 
ally I want to thank George Shiroma, of Senator Long’s staff, for 
making so many of the preliminary arrangements. 

As chairman of the subcommittee meeting here, I am particularly 
rlad that Senator Long is able to attend, and naturally I shall invite 

im to participate in the deliberations as we proceed. 

The committee is fortunate in having in Honolulu now Mr. Irvin 
Hoff, who is administrative assistant to Chairman Magnuson, an 
who is particularly well informed on transportation matters. Mr. 
Hoff is over here to my far left. And to my immediate left is Mr. 
Frank Barton, transportation counsel for the Senate committee. 

Before we proceed further I should like to give a brief description 
of the bills that are being heard at this time. S. 2451, H.R. 8521, 
and H.R. 8564 are all companion bills, and they are intended to estab- 
lish a joint board for regulation of through routes and joint rates, 
to be composed of three members, one member each to be selected by 
the chairman of the Interstate Commerce Commission, the Federal 
Maritime Board, and the Civil Aeronautics Board, and to make 
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mandatory through routes and joint rates by carriers engaged in the 
transportation of property between the State of Alaska or the State 
of Hawaii and the other States. 

S. 2452, H.R. 8520, and H.R. 8565, companion bill, to establish 
a joint board composed of three members from the same govern- 
mental agencies I named before, and to permit, instead of making 
mandatory, the filing of through routes and joint rates for carriers 
serving Alaska, Hawaii, and other States. However, it is not every 
day that the Senate Committee on Interstate and Foreign Commerce 
has the privilege of holding hearings in Hawaii. Therefore, it is 
not my intention to limit witnesses in their statements to these partic- 
ular bills which have just been numbered and described. If there 
are other matters concerning Federal regulations and Hawaii trans- 
portation on which witnesses wish to testify, the committee will be 
glad to hear such testimony. 

Now, before proceeding, the chairman wants to express pleasure 
at the fact that Mr. Wadsworth Yee is here representing Senator 
Fong and simultaneously to express regret that Senator Fong him- 
self could not attend. This, of course, he cannot do, because he is 
still in the Far East, and I should like to call upon Senator Long to 
make whatever statement he might desire at this time. 

It is mighty good, Oren, to be able to hold an official hearing for 
the first time, I think, that any committee has done so from the Con- 
gress in the 50th State. 

Senator Long. As the junior Senator of the 50th State, it is a great 
privilege to me, Bob, to extend greetings and aloha to the senior 
Senator from the 49th State. We here in Hawaii are more vitally 
interested in these bills that are to be discussed than any other politica] 
division of the Nation, with the possible exception of your own State 
of Alaska, and I am certain that neither of the two States is asking 
for any special consideration that would in any way do violence to 
equity. 

We would like to have our peculiar geographical position recog- 
nized ; that is, peculiar in relation to shipping, and it is in the interest 
of that idea that we are glad to have you here and to cooperate with 
you and members of your staff. Thank you. 

Senator Bartierr. Thank you, Senator Long. 

For his own part, the chairman would like to say that he is delighted 
to have under consideration bills upon which there is at least a fair 
amount of unanimity. He says this with all the more feeling after 
conducting hearings on a bill in Alaska to create an Arctic Wildlife 
Range, upon which there was no unanimity whatsoever, and more 
recently in Oregon and Idaho, upon legislation concerning anadro- 
mous fish—the first time the chairman has pronounced that word with 
even reasonable success—and upon that legislation there was no 
agreement, 

The main oo ante of the bills under discussion now, so far as I as a 
resident of Alaska am concerned, is if enacted into law they will make 
possible a situation which will result in lower rates for the residents 
of Alaska and of Hawaii, through the filing of joint rates by through 
routes. All of us will recall that both the Hawaii Statehood Act and 
the Alaska Statehood Act confirmed in precise language the continued 


jurisdiction over shipping by the Federal Maritime Board, and subse- 
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uently the Interstate Commerce Commission asked for a change in 
this so as to permit that agency of the Government to exercise marl- 
time jurisdiction as it does in the other States. 
The bills which are being heard at this time represent a modifica- 
tion of the suggestion originating with the ICC. 
(Discussion off the record.) 
Senator Barrierr. The committee is delighted to hear first from 
the attorney general of Hawaii, Mr. Kashiwa. 


STATEMENT OF SHIRO KASHIWA, ATTORNEY GENERAL, STATE 
OF HAWAII 


Mr. Kasutwa. We would like to state our position after hearing 
some of the witnesses, Mr. Chairman. I think there are some truck- 
ing companies, large and small, who may be interested in this matter, 
and we have had very short notice of the hearing, and we would like, 
perhaps sometime in the afternoon of Wednesday, to present a written 
statement. 

Senator Barrierr. As you desire, but we did want to give you the 
opportunity to testify first, if you care to. 

Mr. Kasuiwa. Thank you, sir. 

Senator Bartierr. Mr. Loo, Representative Loo. 

I shall ask each witness, upon assuming the witness chair, to identify 
himself by name and then to give his mailing address, so he may be 
sure to receive a copy of the hearings with a minimum of delay after 


they have been printed, because I assume each witness will want a 
copy or two. 


I am glad to have you here, sir. 


STATEMENT OF FRANK W. C. LOO, STATE REPRESENTATIVE, 
STATE OF HAWAII 


Mr. Loo. I am Frank W. C. Loo, State representative, and my 
address is 90 North King Street. 

I first would like to welcome this committee to our chambers, hav- 
ing this hearing in this chamber which we just vacated recently. 

I am here to talk on a matter that involves the bills before this 
committee as well as the Shipping Act of 1916, as amended, and 
Intercoastal Shipping Act of 1933, as amended. It involves an in- 
justice that has en rpetrated on the people of Hawaii, and also 
I might add that could possibly happen to the people of Alaska, as 
well as other States that depend on shipping. 

Recently we had a situation whereby the Matson Shipping Co., as 
well as other shipping companies, asked for a freight rate increase of 
121% percent. They filed the application on August 12, 1959, to go 
into effect on September 14, 1959. According to the Shipping Act 
of 1916, as amended, the Intercoastal Shipping Act of 1933, as well 
as these bills before the committee, it is allowed that, without any 
hearing, any pee hearing, the particular scheduled freight rate 
increases could be put into effect. Now, certainly these bills, as well 
as—on paper anyway it looks rather good—that there is a savings 
clause, even though these particular schedules go into effect, that 


after the hearing, if the particular committee—in this case the Joint 
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Board and in the other cases the Federal Maritime Board—decides 
that the particular freight rate increases are unreasonable or unlaw- 
ful, then the moneys collected in excess will return to the people 
who paid the freight rate increases. 

Now, there is a joker in here, in that the people who pay the freight 
rate increases would then, in the meantime, have passed it on to the 
ultimate consumers, the supermarkets, as well as different grocery 
stores. Now, in these particular bills, as well as the acts mentioned, 
and also in the order that was issued by the Federal Maritime Board 
in Maritime Freight Rate Increase, it was stated that there would 
be an accounting made and kept by the shipping companies so that 
the people who paid the freight rate increases would be refunded this 
excess, Whatever found. 

Now, that is all right for the people who paid the freight rate in- 
creases on the mainland, and I have checked with the Foodland or 
the supermarket association, as well as Small Business Association, 
and they have indicated that they have passed it on to the ultimate 
consumer, and this would happen in this particular situation, so that 
when the money comes back, the excess, whatever excess is found to 
be unreasonable or unlawful, it will be given to the people who actually 
passed iton. They would, in effect, have obtained a windfall, whereas 
the ordinary people will not receive this benefit of this refund, and 
therefore I feel that there should be an amendment in these bills so 
that (1) there will be a mandatory public hearing at the port of prin- 
cipal concern, or ports of principal concern. 

For instance, in this particular case I mentioned the Matson freight 
rate increases, the port of principal concern is Honolulu, and in the 
case of Alaska it would be Anchorage or Fairbanks, or any of those 
other ports in Alaska. 

The public hearing at the present time is not a mandatory thing, 
well, either with the Joint Board or the Federal Maritime Commis- 
sion. ‘They may or may not have public hearings. I feel that there 
should be a public hearing so that people who are interested in the 
matter would be allowed to present testimony as well as to refute 
any of the evidence presented by the particular steamship company 
in their schedules or in their evidence presented to the Federal Mari- 
time Board or the Joint Board here in this particular situation. 

I feel also that after the filing of the application there would be 
more than a 30-day period in which the particular freight rate in- 
creases go into effect. Here the freight rate increases should go into 
effect only after the hearing, and after the decision is made, and 
if found reasonable and lawful, and not before then, in order to pre- 
vent (1) this windfall to the shipper; (2) the loss by the ultimate 
coment in moneys out of his pocket which will never be returned 
to him. 

I feel that there should be more than a 30-day period in which 
there would be—the hearing could be held—in other words, let us say 
if you have the filing on a certain day it will be at least, perhaps 2 
non and in that time the hearing should be held and decision 
made. 

Also at the present time the schedules would be available, although 
not mene out here in this particular bill, in the Federal Maritime 
Board situation, in the acts, in the Shipping Act of 1916 and Inter- 


coastal Shipping Act of 1933, there is the stipulation that the sched- 
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ules be put in at the local shipping office of the shipping company, as 
well as on the different wharves. 

Now, I feel that there should be one additional place where there 
should be held this schedule, and it should be available, at a Federal 
district court; and (2) at the time of filing there should be a public 
notice in a paper of general circulation in the port of principal con- 
cern, as by definition the port of principal concern is the port in 
which the effect of the freight rate increase would be most felt. 

I have no other testimony, except to agree with the bills under 
consideration; that except for the amendments proposed, the bills 
should be passed, because it would lessen the amount of freight rates 
and would help the people of Hawaii. 

Senator Bartierr. Thank you, Representative Loo. 

Senator Long, do you have any questions to ask? 

Senator Lone. Not at this time. 

Senator Barrierr. Mr. Barton. 

Mr. Barron. Representative Loo, you seem particularly interested 
in a hearing in which all could be heard prior to increases in freight 
rates; is that correct ? : 

Mr. Loo. Not only hearing, but also the decision made by either the 
Joint Board in these particular bills, but also insofar as the amend- 
ment in the Shipping Act of 1916 and the Intercoastal Shipping Act 
of 1933, by the decision by the Federal Maritime Board. 

Mr. Barron. Preceding their decision, you would have a hearing 
then. Would you have it on reductions in rates as well as on in- 
creases / 

Mr. Loo. I beg your pardon? 

Mr. Barron. Would you have it on decreases in rates as well as 
increases ¢ 

Mr. Loo. I don’t think there is any difficulty with decreases. They 
will be to the benefit of the ultimate consumer, I would think, whereas 
in the case of increases they would hurt. 

Mr. Barron. You have talked about a public hearing in each case. 
You may be aware that, patterned after the terms of the Interstate 
Commerce Commission, there are provisions in these bills which 
would allow the Board to suspend the rates, if good cause is found 
therefor. I take it you don’t want discretion given to suspend rates, 
to have a hearing, and then to decide lawfulness of the rates in ques- 
tion? You would want to have a hearing in each case, regardless 
of i. fact that the parties were agreed that the increases were justi- 
fied ? 

Mr. Loo. I think that there the people who may want. to testify 
have not had a chance to testify. In other words, they have filed the 
application in Washington, and the people in the port of principal 
concern; namely, Honolulu, and perhaps in Alaska, would not have 
a chance to even have looked at the schedule. I am quite sure, even 
though Senator Long is in Washington, he doesn’t have occasion to 
go down to the Federal Maritime Board every day to look at these 
things. He has other matters, whereas if it were locally we could 
look at them. 

Mr. Barton. In other words, you believe in order that everyone 
know about it, notice of increased rates should be published in a paper 
of general circulation for a certain number of days? 
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Mr. Loo. Right. You need not publish the entire schedule, but I 
imagine you could have a sort of summary of what the whole schedule 
is about, and then say that it is available at certain places. 

Mr. Barton. Something to convey the general idea that it was pro- 
posed to raise transportation rates? 

Mr. Loo. Yes. 

Mr. Barton. You mentioned a period of longer than 30 days. I 
don’t know that I understood you exactly. Thirty days for this pro- 
cedure to be carried out, or 30 days’ notice before the hearings were 
held? I don’t understand. 

Mr. Loo. I would think that before the hearings are held there 
should be a certain length of time. It was my intention in this par- 
ticular case, since shipping is such an important matter in Hawaii 
that the attorney general be mandated to represent the people of 
Hawaii in all cases, to make an intervention, and I don’t know how 
long it will take the attorney general to intervene to prepare the case, 
but let us say a reasonable time may be 30 days or 60 days, whatever 
that is. 

Mr. Barton. That mandatory direction to the attorney general will 
be the States’ matter ? 

Mr. Loo. Right. I intend to submit a bill in the legislature at the 
subsequent session. At the present time they have a discretion whether 
to intervene or not, and in the present case they are intervening but 
they have to make a decision before that, and as anyplace, it is hardly 
possible for a common, ordinary citizen to amass the data and do the 
research necessary, whereas the attorney general would have that 
facility. 

Mr. Barton. In other words, as a practical matter, you want the 
attorney general to have time to prepare a case to protect the public 
interest ? 

Mr. Loo. Right. 

Mr. Barton. Senator, that is all the questions I have. 

Senator Bartierr. Representative Loo, I didn’t clearly understand 
you. Did you say that the State of Hawaii is going to intervene 
m this matter? 

Mr. Loo. Not in this particular case, in the Matson freight rate 
increase has intervened. That is an entirely separate matter. I am 
sorry I brought it up. 

Senator Barrierr. No, it is very pertinent. You say the State 
has intervened in this rate increase which has been requested ? 

Mr. Loo Yes. 

Senator Bartierr. And your contention is that even if the in- 
tervention is successful and the rate increase is not permitted, or 
is permitted only in part, that there will be no manner by which 
the ultimate consumer here will be reimbursed for the additional 
charges placed upon him? 

Mr. Loo. Yes. 

In the order I have here it says: to refund to the person who 
paid the freight, upon proper authorization by the Board, any 
freight charges collected under said schedules which may be in ex- 
cess of those, determined by the Board to be just and reasonable. 
So there is a legal question there. 

According to this order, if not modified, it would be given in this 
situation to mostly the people on the mainland, who are not ac- 
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tually out of pocket, as far as the 1214 percent increase is con- 
cerned. ‘They would have passed it on, and they have passed it on 
to the supermarket association and the small business association. 

Senator Bartierr. And they have, in turn, passed it on to the 
ultimate consumer. 

Mr. Loo. Yes, the individual families of Hawaii. 

Senator Barrierr. There is no practical way to get that money 
back. 

Mr. Loo. It would be difficult if each supermarket were to try to 
keep books as to how much each family bought. Therefore, since 
there is no practical way, I would imagine that the best way is not 
to have that happen until there is a definite and final decision, after 
public hearing by the Federal Maritime Board, and in this bill the 
Joint Board. 

Senator Barrierr. Are you an attorney? 

Mr. Loo. Yes, sir. 

Senator Barrierr. I am not, so this question to you may seem 
naive, but I am going to ask it anyway. What if the rate increase 
were denied altogether, and Mrs. Smith ultimately called upon her 
grocery store to reimburse her in such-and-such an amount, and she 
had kept accurate books upon everything she had bought and cal- 
culated the costs, what do you think would happen there? 

Mr. Loo. Well, I certainly would like to represent her, first, but 
she would then have to—if this order is carried out, it would seem 
that the person who would get the refund of 1214 percent, repre- 
senting in this case a million dollars, would go to the shipper, the 

erson who is in San Francisco or in Los Angeles, or on the main- 
and anyway, and then the particular housewife would have to 
sue that particular—I don’t know how she is going to join all those 
shippers, know which one shipped the particular goods that she 
bought. There may be hundreds of items. It would be an inter- 
esting legal point. 

Senator Barrierr. It would be an interesting legal point: yes. 
However, as a citizen of Alaska, and not as a Senator presiding over 
this hearing, I shall say that you ought not to be unnecessarily con- 
cerned about this, because your experience in Hawaii duplicates the 
experiences we have had in Alaska. The rates will be allowed in full 
anyway. 

Did any company other than Matson ask for a rate increase ? 

Mr. Loo. Matson carries about 90 to 98 percent of the freight rate 
increases—I mean carries the goods to Hawaii, but it also involves 
the Matson Navigation Co., the American President Lines, Ltd., 
Isthmian Lines, Inc., Oceanic Steamship Co., and United States 
Lines Co. 

Senator Barrierr. Does that include all of the United States lines 
serving Hawaii? 

Mr. Loo. I would imagine it does include all of the shipping com- 
panies that do service Hawaii. In my experience I have sailed on 
every one of these companies. 

Senator Bartierr. Do you have any substantial volume of freight 
delivered here by Canadian ships? 

Mr. Loo. Not too much. Most our goods does come from the United 
States, but I imagine that goods that come from Canada, there may 
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be some goods there, but most of them come on U.S. bottoms with 
these shipping companies. 

Senator Bartietr. Do you know if any of the lines originating or 
from British Columbia ports, or taking on cargo there from Hawaii, 
have asked for a similar increase ? 

Mr. Loo. I don’t know. At the present time all I know is that the 
people named here, the shipping companies named here are the ones 
who have been granted this increase. 

Senator Bartietrr. Now, of course, neither of the bills under con- 
sideration, as you are very aware, and as you remarked, seek to go 
into this matter that you have described. However—— 

Mr. Loo. Yes, it does, sir. 

Senator Barrierr. Where ? 

Mr. Loo. Let’s see, I have House bill 8521, which is—all of the bills 
are similar, according to my information, except for the permissive 
and mandatory provisions. On page 6 of House bill 8521, line 6, 
beginning there, if the proceeding has not been concluded and an order 
made within the period of suspension, the proposed change of rate, 
fare, charge, classification, regulation, or practice, shall go into etfect 
at the end of such period, but in case of a proposed increase rate or 
charge for or in respect of the transportation of property, joint board 
may, by order, require the interested carriers to keep accurate accounts 
in detail of all of the amounts received by reason of said increase, 
specifying by whom and on whose behalf such amounts are paid, and 
upon completion of the hearing and decision may, by further order, 
require the interested carrier or carriers to refund, with interest, to 
the person in whose behalf such amounts were made, such proportion 
of such increased rates or charges as by its decision shall be found 
not justified. 

In other words, you could have this order go through without a 
public hearing being held, or the public hearing not being completed 
or a decision not rendered. 

Senator Bartierr. Which is, as I understand it, a transfer of 
language from the Interstate Commerce Act? 

Mr. Loo. Yes; the Shipping Act. 

Mr. Barron. Representative Loo, I notice that this section of the bill 
that you read provides on lines 1 and 2, on the same page, for suspen- 
sion of a period not longer than 7 months. Do you think a period 
longer than 7 months would be necessary to suspend the rates before 
they are allowed to go into effect? What length of time—you talked 
about 30 days or longer—what length of time do you think they should 
be suspended, or do you think there should be any limit? 

Mr. Loo. I think there should be a limit, certainly, in fairness to the 
shipping company, who would want the freight rate increases to take 
effect. They most probably would have spent months before the appli- 
cation to make a study, and therefore they should be happy or willing 
to allow people who want to process a certain reasonable time; whether 
it is amonth I am not sosure. 

Mr. Barron. The bill provides 7 months. I wondered what period 
you had in mind. 

Mr. Loo. Well, I think, if I remember correctly 

Mr. Barron. Right at the top of the same page from which you were 
reading, arid at the bottom of the previous page. 
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Mr. Loo. Well, this says “may from time to time suspend.” In 
other words, it is a discretionary matter with the joint board here, as 
well as the Federal Maritime Board in those other two acts that I have 
been discussing. It isa discretionary thing, and I feel that it should be 
a mandatory 2 months or 1 month so that people who want to protest 
could prepare for the hearing after the application is made, so they 
can check over the schedules when they are filed. 

Mr. Barron. You wouldn’t have any suspension period, as such, 
as provided in here, you would have a mandatory hearing, at any rate, 
and possibly have the rates go into effect after the decision has been 
reached ? 

Mr. Loo. Right. 

Mr. Barron. Regardless of how long it took ? 

Mr. Loo. I would feel that it would be fairer than—and also I see a 
provision which is a carryover from the other two acts, on page 7, that 
the joint board shall give to the hearing and decision in question such 
preference over all other matters pending before it, and decide the 
same as swiftly as possible. I think that is a good provision in order 
to protect everyone concerned. In this matter I don’t want to penalize 
the shipping companies, but I feel that in order to be fair with every- 
one there should be a complete hearing on it and a decision made before 
the rates are allowed. 

Mr. Barron. Thank you. 

Senator Bartiterr. Now the chairman is slightly confused, and that 
isn’t an unusual situation with him. 

Mr. Loo. Iam sorry if it is my error. 

Senator Barrierr. Not at all. 

Counsel told me that the language here that you referred to on page 
6 comes from the Interstate Commerce Act, and you said, I believe, 
that it comes from the Shipping Act. I was wondering which it is. 

Mr. Loo. Well, it comes from the Shipping Act, I have the United 
States Code Annotated here, it comes from the Shipping Act of 1916, 
as amended, as well as the Intercoastal Shipping Act of 1933, as 
amended. 

Mr. Barton. What section of the 1916 act do you have ? 

Mr. Loo. I beg your pardon ? 

Mr. Barron. What section of the 1916 act ? 

Mr. Loo. I have the Intercoastal Shipping Act here. It is section 
844, the schedule of rates, filings, postings, penalties, and violations; 
and also section 845 of this particular United States Code Annotated. 

Mr. Barton. If it is not very long, read the first section, and we can 
get. it into the record. 

Mr. Loo. It is quite lengthy. 

Senator Barrterr. Which title is that of the United States Code? 

Mr. Loo. This is title 46. 

Senator Barrierr. Now, Representative Loo, do you believe that 
section 7 of S. 2451, appes aring on page| 7, and the same language is to 
be discovered on pages 6 and 7 of S. 2452, will be helpful in a general 
way in the situation which you brought to the attention of the com- 
mittee? That section calls upon the joint board to inquire into means 
and methods for attaining the purposes of the act, and calls upon the 
board to report its recommendations for additional legislation which 
might be needed to the President and to the Congress of 1 year after 
the date of enactment of the act we are considering. 
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Mr. Loo. I think that is a very good section, a good provision. 

Senator Barrierr. Do you have any konwledge of how many rate 
increases have been granted, how many freight rate increases have 
been granted in the Mainland-Hawaii trade since the end of World 
War II, and in what amounts, percentage amounts ? 

Mr. Loo. I don’t have independent esearch on that matter, but I 
do have a newspaper article which indicates the number of increases. 

Senator Barrierr. Do you care to furnish that article, or a copy of 
it, for the record ¢ 

Mr. Loo. Yes, 

Senator Barrietr. Thank you, sir. 

Now, at the moment I have no further questions, and will ask Mr. 
Hoff if he has any. 

Mr. Horr. Well, could I ask the witness if my understanding is 
correct in regard to the point you are trying to m: ake. Let’s assume I 
am the shipping company. I file application for a 10 percent freight 
rate increase. One of two things could happen to that: (1) it could 
be granted, as filed, and go into effect; (2) it could be suspended. 

Now, if it is suspended, then under this legislation it can be held 
up for a period of 7 months, but your concern is with what happens 
to that application beginning the day after it is filed, from that day 
until any action is taken, whether it is to suspend or to grant, from the 
day it is filed, until the Board either lets it go into effect or suspends 
it. 

You think there should be a period there of approximately 30 or 60 

days, and at some time during that 60-day period, before anything 
happens to that rate, there should be a public hearing ? 
oa Loo. Yes, I fee] also that the time the applic: ation is filed there 
should be a public notice in a paper of general circulation at the port 
of principal concern. 

Mr. Horr. I understand that. I have two other questions, There 
are two bills before the committee. One is permissive. The other is 
mandatory. One would permit carriers to file joint through rates, 
and so on; the other is mandatory and would require the Board to 
take action as to putting in such rates. Which of those two ap- 
proaches do you prefer? 

Mr. Loo. Well, I haven’t given much thought to that matter. How- 
ever, I feel that the subject matter of both bills is wonderful. Now, 
whether we could try—I would like to have, as much as possible, less 
Government regulation. If it is possible to have it on a — 
basis, and the industry will give the public a good deal, I feel then 
it should be made permissive. 

If, after a period of time, we feel that the shippers and the various 
carriers are not giving the public the best deal, or at least a reason- 
ably good deal, then perhaps it should be mandatory. 

Senator Barrierr. In that connection, you might care to know, 
Representative Loo, that witness after witness who has testified upon 
this legislation in Washington and in Alaska favored the permissive 
bill, a heavy majority of witnesses favored the permissive bill and 
asserted that, in effect, it would be mandatory as a matter of economic 
competition, ‘because the moment one filing for joint through rates 
is made, the competitive services will have to file similarly. 

Senator Long, do you have any questions ¢ 

Senator Lona. Not at this time. 














ALASKAN AND HAWAIIAN TRANSPORTATION 403 


Senator Barrierr. Thank you very much, sir, for a very interesting 
and important contribution. 

Mr. Barthrop, please. 

We are glad to have you here, sir. Will you give your name, the 
spelling, and mailing address? We will be very happy to hear your 
testimony. 


STATEMENT OF JOHN A. BARTHROP, VICE PRESIDENT, CON- 
SOLIDATED FREIGHTWAYS, MENLO PARK, CALIF., AND PRESI- 
DENT, HAWAIIAN MARINE FREIGHTWAYS, INC., SAN FRANCISCO, 
CALIF. 


Mr. Barrnrop. Thank you very much, Senator. My name is John 
A. Barthrop. Iam vice president of Consolidated Freightways, with 
headquarters in Menlo Park, Calif., and president of Hawaiian Marine 
Freightways, Inc., 311 California Street, San Francisco. That is our 
home office. 

First, Senator Bartlett, Senator Long, Counsel Barton, I appreciate 
very much the opportunity to appear before this committee on short 
notice. I am here to answer any questions the committee may have. 
I do not have a prepared statement, but if that is desired I would be 
happy to prepare one and send it back to San Francisco the next day 
or so. 

Senator Barrietr. We would welcome such a statement from you, 
sir, if you care to submit it, and it might be mailed to Mr. Barton, 
in Washington, in care of the Senate committee, and it will be there 
in ample time, I am sure, to be placed in the printed record. 

That statement goes for anyone else who desires to be recorded on 
these matters, but who may not have an opportunity to appear before 
the committee while we are here in Honolulu. 

Senator Long, do you have any questions ? 

Senator Lone. I would be interested, Mr. Chairman, in a statement 
from the witness in relation to the attitude of shippers generally 
toward this bill. Do they look upon it with favor, as they view pos- 
sible developments in the next year, or the next several years, some- 
thing that would be beneficial to all concerned, or are they disturbed 
about it ? 

I have not had the privilege of being present at any of the numerous 
hearings. Neither am I a member of the committee, so I am seeking 
information. 

Mr. Barrnror. Senator, speaking from our area of contact, which 
actually applies throughout the United States, Alaska, and here, we 
have found an overwhelming interest in joint through rates. Na- 
turally, we have quite a contact with people in interior points through 
Consolidated Freightways System, and also now that we are in the 
steamship business between California and Hawaii. We also have 
the feeling of the relationship of shippers of ocean transportation. 
I have a few points I would be happy to make now regarding our posi- 
tion. That is, not in a statement. This is just informally. 

First, the position of Consolidated Freightways and Hawaiian Ma- 
rine Freightways is clear regarding joint through rates. We feel 
we are pioneers in this field. Both Consolidated Freightways and 
Hawaiian Marine Freightways are in favor of permissive legislation, 
such as in the Senate bill 2452 and companion bills. 
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Now, the reason that we like permissive legislation is our feeling 
that that is all that is needed at this stage. The history of this ques- 
tion is that the carriers have taken the initiative to set up through 
rates and joint rates, and their efforts have been thwarted by the exist- 
ing laws. If the present legal restrictions are relaxed, the industry 
will move forward without any Government prodding. If through 

rates and routes are compelled by Government, it will force unw illing 
carriers into relationships they do not want. 

One carrier may be ineflicient or insolvent or unreliable, which would 
impair the other carriers, or fights will break out on the division of 
rates, and the Government will have to referee the disputes. This 
would not promote smooth or efficient handling of cargo, and would 
generate greater litigation. 

Just two more points. Consolidated Freightways and Hawaiian 
Marine Freightways seek no monopoly. We are willing to have joint 
through rates with all qualified connecting carriers. There is no 
discrimination intended toward small truck owners. We have been 
very clear on that point, both here in the 50th State and in Alaska. 

Are there any more questions ? 

Senator Barrierr. Senator Long, do you have any further ques- 
tions ? 

Senator Lone. Nothing further. 

Senator Barrierr. Would you describe, please, for the record your 
ocean operations from the mainland here ? 

Mr. Barruropr. Senator, in January of this year, Hawaiian Marine 
Freightways came into existence in the operation of and chartering 
of two vessels, Subsequently, in August we added a third ship, and 
we run service between bay area ports, a liner operation, and Hono- 
lulu. We have connecting arrangements, just recently a section 15 
agreement was entered into with the Oahu Railroad & Land Co. 

Senator Bartiterr. What is this? 

Mr. Barruror. That is an arrangement whereby ultimately we will 
be able to deliver cargo jointly w vith the railroad into other areas, 
other than Honolulu. We turn our ships here in Honolulu, and we 
must, to provide a weekly frequency between the bay ports and 
Hawaii. 

Senator Bartierr. Your ships call here once a week ? 

Mr. Barruropr. Yes, sir. 

Senator Barr err. How many tons of freight can they carry 4 

Mr. Barrurop. Our vessels are C-2 freighters, which is a maritime 
classification. We carry—fortunately, we have received good shipper 
support, and our vessels are coming out with excellent loads. I can’t 
say that for the home ofiice. 

Senator Barrierr. The sailings are entirely from San Francisco? 

Mr. Barruror. Well, we sail weekly from Stockton, Oakland, the 
East Bay ports, and San Francisco. 

Senator Bartierr. The company is owned by Consolidated Freight- 
ways; did you say ? 

Mr. Barrnror. We are controlled by Consolidated Freightways. 
We are a corporation in which Consolidated Freightways has a con- 
trolling interest. 

Senator Bartierr. Now, is it not true, Mr. Barthrop, that Consoli- 
dated F reightways sometime ago attempted to institute joint through 
rates to Hawaii, and the effort failed because the Interstate Commerce 
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Commission held that it had no authority under existing law to grant 
such an arangement ? 

Mr. Barrurop. Yes, Senator; that is true. The president of Con- 
solidated Freightways initiated the effort to provide those rates, but 
it is not possible because of legislative restrictions. 

Senator Barrierr. And before it is possible, some bill will have to 
be enacted by Congress, whether it is S. 2451, S. 2452, or a variation of 
one of those; is that your conclusion ? 

Mr. Barruror. That is my conclusion; yes. 

Senator Barrierr. Now, didn’t Consolidated Freightways pub- 
licly make an informal estimate of the savings that might have been 
affected in shipments from interior United States to Hawaii if joint 
through rates were permitted 

Mr. Barrurop. Yes, sir; but I do not have the documents, the 
record; but, in general, on certain types of commodities, certain types 
of service, those savings will obtain. 

Senator Barrierr. It is my recollection, but I am not sure at all, 
because I merely read this in a newspaper article, that the estimated 
savings would be between 5 and 10 percent. May I ask if your com- 
pany ‘has filed a request for freight rate increases 

Mr. Barruror. We have filed for freight rate increases in two of 
our tariffs; one, the Consolidated F reightw: ays refrigerated tariff, and 
the other, our container tariff. In other areas we are presently study- 
ing various commodities and have not arrived at any conclusion. 

Senator Barrierr. Is there a percentage increase that you have 

requested that would be comparable to Matson’s 1214 percent, or at 
least the committee was told that is what they are asking. 

Mr. Barrnror. Our approach has been on a commodity-to-com- 
modity basis. Your increases will range from 7 to 10 to 12, in some 
areas, but it is not a percentage increase. We are republishing two 
of our tariffs. 

Senator Bartiterr. What is there in the economic situation at this 
time that requires the company to seek rate increases ? 

Mr. Barriuror. Increased cost of operation. 

Senator Barrierr. Are wages higher now than they were a year 
ago, for example / 

Mr. Barrurop. Yes; there have been certain increases, as far as the 
area of handling cargo. Also, our costs have increased as far as the 
ship end. 

Senator Barrierr. Your vessels are chartered from whom? 

Mr. Barrnrop. Our vessels are time chartered under long-term 
charters from a corporation called Dorama. 

Senator Bartiterr. Mr. Hoff, do you have any questions? 

Mr. Horr. No, sir. 

Senator Barrierr. Senator Long? 

Senator Lone. No questions. 

Senator Barrierr. Mr. Barton. 

Mr. Barron. Mr. Barthrop, let’s assume that a shipper on the line 
of Consolidated Freightways in the south 48 States was to have a 
shipment to move to Hawaii by your various connections. Could 
you describe how that shipment would be moved ? 

Mr. Barrurop. Under the present arrangements, because this legis- 
lation has not been passed, we make a combination of locals from 
Chicago 
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Mr. Barron. I was talking about the physical service rather than 
the paperwork on the rates. 

Mr. Barturop. The physical service would be in the Chicago area. 
We would pick up the shipment, bring it to California, load it, and 
bring it to Hawaii. 

Mr. Barron. Would you handle it in containers, or in what manner 
would it be handled ? 

Mr. Barrnrop. At the present time it comes by truck and then 
it is offloaded in San Francisco and then is put into a container and 
sent by ship here, or it might be sent loose. Then the customer here, 
or the consignee, has the option—he can pick it up on the pier or he 
can pick it up from the container station, or it can be delivered, if 
he wants it by his trucking company or by one of our associated com- 
panies here in Honolulu. 

Mr. Barron. Does the Oahu Railroad deliver these containers ¢ 

Mr. Barrurorp. Oahu Railroad takes our containers from shipside 
to the container station to break bulk. Some of the containers go 
directly to the consignee. 

Mr. Barron. You have the physical service arranged. Tell us 
about the difficulties caused by use of combinations of local rates, 
which I think is a paradox, in view of the fact you can render the 
service. The paperwork is standing in your way, preventing you 
from rendering more eflicient service. Tell us about that; you started 
to, a moment ago. 

Mr. Barrurop. That is correct. We are unable to have single- 
carrier responsibility, to issue a bill of lading with the responsibil- 
ities that go with it to an interior point for delivery ultimately here. 
Presently it is a combination of rates. It is a rate from the interior 
point to San Francisco Bay port, then the ocean transportation rate; 
and if they want to have it delivered on this rate, a third one, so it 
is a series of rates instead of one through rate. 

Mr. Barron. And the shipper is required to make several arrange- 
ments rather than a single arrangement ? 

Mr. Barruror. That is correct. 

Mr. Barron. Now, assuming, again, your movement from Chicago 
to Honolulu, say that your truck picked up this shipment in Chicago, 
what sort of document would he issue the shipper under this 
legislation ? 

Mr. Barrurop. Under this legislation we would issue a single 
document, which would be a Consolidated Freightways document, 
and Consolidated Freightways would arrange with any number of 
other lines, if it had to be done, but they would have the prime re- 
sponsibility to deliver it on the other end. Hawaiian Marine Freight- 
ways would furnish the ocean transportation as the connection by 
water. 

Mr. Barron. And the Consolidated office in Chicago would quote a 
single rate to apply from origin to destination ? 

Mr. Barrurop. Yes. 

Mr. Barton. As I recall, Mr. Snead said something like 10 percent 
would be saved by developing new channels of commerce and cutting 
down paperwork. ‘ 

Mr. Barruror. That is my recollection. 
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Mr. Barron. Such joint rates are common in other areas, and you 
think the same should be applied to the Hawaiian trade and to the 
Alaska trade, as provided in these bills ? 

Mr. Barrurop. Yes. 

Mr. Barron. You are for permissive arrangements for joint rates, 
I believe you stated, rather than the mandatory requirements? 

Mr. Barrurop. Yes. 

Mr. Barron. That is all I have, Senator. 

Senator Bartierr. Then it is, Mr. Barthrop, the single document 
and the conferring upon one carrier from point of origin to point of 
destination that will make possible these rather substantial savings 
in freight charges to Hawaii, is that right ? 

Mr. Barruror. We feel that will be the ultimate outcome. 

Senator Barrierr. Are there any other factors involved which 
would contribute to this saving ? 

Mr. Barruror. Well, there are other factors, such as a shipper or a 
consignee going to one particular transportation company and solv- 
ing his problems there, whether it be in connection with adjustments, 
claims, freight service. 

Senator Kartierr. I don’t understand yet about the Oahu Railroad. 
Where does that run to? How does that operate? 

Mr. Barrnror. The Oahu Railroad performs for us the function of 
our container station here. In California, as Consolidated Freight- 
ways, we have a container station which fills the vans in San Francisco 
at Third and Arthur, and we also have a container station locally. 
The port of Stockton accomplishes that particular function for us. 

Senator Bartrierr. But no railroad services are involved here? 

Mr. Barruror. Yes, railroad service, definitely. A certain number 
of our containers, when they are discharged from the ship—and it is 
very important we turn our ships around promptly—some of our con- 
tainers are dropped to flatbed trucks and taken to ultimate destina- 
tions. Others are dropped on the flatcars and these cars of the Oahu 
Railroad & Land Co. are then taken up to a container station, at which 
point they are offloaded and break bulk takes place. They provide a 
service between the piers and the container station. 

Senator Barrierr. Thank you, sir. Are there any further ques- 
tions? 

Mr. Barruror. Might I just add two things? 

Senator Barrierr. You may add two or as many more as you want 
to. 
Mr. Barruror. Thank you very much. I have recent copy of an 
advertisement which we propose to distribute in the next week, reflect- 
ing our thoughts regarding single-carrier responsibility, and if it is 
possible I would like to give a copy to the counsel for the record. 

The other thing is that George F. Galland is here representing 
Hawaiian Marine Freightways and Consolidated, and he may have a 
few technical items of information for the benefit of the committee, 
if they want them. 

Senator Barrterr. He may come forward right now, if he cares to, 
and be seated with you. And before he comes up, I will ask you, Mr. 
Barthrop, what do you think of the suggestion made by Representa- 
tive Loo on hearings? 
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Mr. Barrurop. I feel I can see his point, but I would like very 
much to examine a little further. In fact, before I leave I hope to 
have an opportunity to talk with him about it. We don’t like to see 
something done that becomes too cumbersome, but as long as there 
is an opportunity for the shipping public to be heard and to give us 
the benefit of their ideas, we will say we feel that is the proper 
approach. 

_ Senator Barrierr. Thank you. And if you care to add anything 
in the written statement which you are going to submit on that point, 
it will be greatly apreciated and gratefully accepted. 

Do you have anything to add to that which Mr. Barthrop has 
stated ¢ 

Mr. Gatianp. Yes, sir; I have a brief comment on the question of 
suspension. 

Senator Barrterr. Would you please identify yourself, first, and 
give your mailing address. 


STATEMENT OF GEORGE F. GALLAND, ATTORNEY, 
WASHINGTON, D.C. 


Mr. GaLLtanp. My name is George F. Galland. I am an attorney 
with offices in Washington, D.C. My mailing address is 1413 Kk 
Street NW., Washington. I am appearing here in the capacity indi- 
cated by Mr. Barthrop, and also representing Oahu Railway & Land 
Co. 

The question arose during Mr. Loo’s testimony as to the citation of 
the suspension provisions which apply to the rates of water carriers 
under the 1916 Shipping Act. The 1916 act has no suspension pro- 
vision. The provision appears in the Intercoastal Shipping Act, and 
it appears in section 3 of the Intercoastal Shipping Act and the United 
States Code citation for section 3 is title 46 of the United States 
Code, section 845. 

The question tendered by the testimony, Mr. Loo, certainly raised 
a serious problem. The question is, as I see it, what form of solution 
to that problem comes closest to taking account of the legitimate but 
conflicting interests of the several parties involved ¢ 

It appears to us that the proposals of S. 2451 and S, 2452 represent 
a pretty reasonable compromise, generally speaking. The committee 
will observe that under the Intercoastal Shipping Act, the period 
allowed for suspension of a rate governed by that act is only 4 months. 
Under the Interstate Commerce Act the provision for suspension, | 
believe, now provides and has long provided for a 7-month period. | 
feel that inasmuch as cost increases suffered or sustained by carriers 
have got to be met out of a private treasury, it is reasonable that some 
time limit be imposed within which the regulatory body should pass 
upon a proposed rate increase, or, in the absence of a determination 
within such reasonable time, then the increase ought to be allowed to 
go into effect. 

The suspension power is, of course, a radical form, I might say, of 
regulatory activity, because the power of suspension deprives a carrier 
during the period of suspension of all control whatsoever over the 

rice at which it may sell its services, and since the amounts of money 
involved in the operation of a common carrier may be very large, the 
losses sustained during a 7-month period of suspension, if the rates 
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are not sufficient to defray costs, may pile up into a rather consid- 
erable and even disastrous loss for the car rier. However, the condi- 
tion is firmly established that the carrier must maintain his status 

uo for 4 months, or 7 months if his rates are suspended. I make no 
objection to the carrying forward of that concept into the new legis- 
lation, but we do think that if the rates were indefinitely suspended, 
or if no rate could go into effect until a final determination had been 
made, that the resulting yea might be longer, and most costly to 
the carrier than would be fair, and in some instances would be longer 
and more costly than the carrier would endure. 

The one factor that puts some pressure on a regulatory agency to 
dispose of its business and arrive at a determination is the fact that 
there is some limit to the period during which the rates may remain 
in suspension. Even the 7-month per iod has not in all instances been 
sufficient to permit a final determination. But it certainly seems to 
me to be sufficient so that agencies should aspire to organize them- 
selves in a manner that will permit determinations within that period 
of time. 

If the determinations are not made within that period of time and 
the rates go into effect, you may then wind up with the situation that 
there is some preliminary injustice to the carrier during the suspen- 
sion period, and there may, after the suspension expires, be some pe- 
riod in which the public will have been paying more than is finally 
determined to be reasonable, but there you have a system for the com- 
promising of competing interests, as I see it, and I don’t think that 
the entire benefit of the system should be conferred either upon the 
carrier or upon the public. 

There is one other aspect to the suspension problem that I think 
may be worth the committee’s attention. The interests I represent 
are taking a position in favor of S. 2452, which is the permissive bill. 
We would rather see the bill enacted as is than to insist upon any 
modifications of details. But as regards suspension, there is a possible 
defect, in both 2452 and 2451 in this respect : 

As I understand the Interstate Commerce Act and the Intercoastal 
Shipping Act, the only rates that are suspendable are changed rates; 
that 1s, when a carrier proposes either to raise or lower a rate, the 
agency can tell it to hold everything until the investigation. The re- 
sult of that system is that there is also some rate that can be resorted 
to during the suspension period, that rate being the old rate that 
was in effect before suspension. Under the new bills, however, it 
seems to me that even an initial rate, if it were a joint rate covering 
service over a through rate, would be suspendable, and the result of 
that would be that there might be no lawful rate, or at least no lawful 
joint rate to which the carrier could resort, and it seems to me that 
that is not a desirable situation. 

There would also be some rate at which cargo may lawfully move. 
Whether the rate is too high or too low is a ‘question that ought to 
be subsidiary to the proposition that there ve some rate at which 
the cargo can move without resulting in a violation of law by the 
carrier, and so we offer for the committee’s consideration the ques- 
tion as to whether suspension shouldn’t be limited to changed rates. 

While on the subject of technical shortcomings in the legislation, 
I think it worth mentioning that both these bills, as I recall, pro- 
vide that the method of review of Joint Board orders shall be the 
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method provided for the review of orders of the Interstate Com- 
merce Commission. I believe that that is at least a mildly regressive 
form of a review procedure, for the reason that a number of years 
ago, about 1950, Congress changed for all agencies, or for a large 
number of agencies, other than the ICC, the method of reviewing 
their orders. 

Since about 1913, the standard method of reviewing an order of 
the Interstate Commerce Commission and of a number of other agen- 
cies has been to file and review applications with a U.S. district court, 
and the district judge is obliged to call to his assistance two other 
judges, one of which is a court of the Court of Appeals of the 
United States, and a three-judge court especially constituted to re- 
view the ICC order. It then makes its determination. The Judi- 
cial Conference of the United States requested Congress to change 
that procedure because it was inconvenient to the Federal court. 
The judges composing the three-judge special court are frequent- 
ly drawn from different localities of the country and are busy men 
in terms of their regular duties, and have difficulty getting together, 
both to hear the argument and to consider the record and to make 
their determination, and because of the proposal, the Judicial Con- 
ference, that the court system be relieved of that inconvenience, Con- 
gress has passed a statute which has come to be popularly referred 
to as the Hobbs Act. I don’t remember its exact citation, but it is 
in title 5 of the United States Code, and I think the first section 
of it is 1131. I am not sure of that. And it provides that as to 
orders of the Maritime Board, Secretary of Agriculture, under the 
Patents and Stockyard Act, the rate orders of the Communications 
Commission affecting common carrier communication companies, that 
their orders be reviewed by the U.S. Court of Appeals which are 
existing three-judge courts, or at least are existing courts that normal- 
ly sit in three-judge panels, and such a court is always constituted 
and ready for business, and it is more convenient to the courts— 
and I can speak from experience—it is more convenient to the parties 
to be able to file a review petition before a going establishment than 
it is to have a special tribunal convene to hear a particular case. 

The ICC is not embraced within the review procedures of the 
Hobbs Act, mainly because the ICC tended to kick up its heels a bit 
when it was proposed to alter the traditional methods of review, and in 
deference to the wishes of Commissioner Aitchison and at least a 
majority of the other members of the ICC, they were left out, but as 
matters stand, the ICC procedure is something of an appellate anach- 
ronism, and I don’t think it should be extended to the procedures of 
the Joint Board. 

We have to consider that the Joint Board itself is in some sense an 
improvisation and it must specially organize itself from case to case 
by drawing upon the personnel of the ICC and the CAB and the 
Federal Maritime Board, and it may be anticipated that there will be 
some administrative inconvenience simply through that circumstance. 

If added to the complication that seems inherent to some degree in 
the functioning of the Joint Board, we superimpose the complication 
of convening a special type of court to review the Joint Board’s work, 
I think that the procedures might be unsatisfactorily slow and might 
be alarmingly extended in time. 
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It would be my inclination to recommend that the Hobbs Act method 
of review be substituted for the method that applies to the ICC. 

That is all, thank you. 

Senator Barrierr. Senator Long, I believe you have a question? 

Senator Lona. Yes. 

I am pleased at the clear-cut answers Mr. Barthrop gave in regard 
to the attitude of carriers, as you interpret it gener: ally, your prefer- 
ence for S. 2452 and also the benefits which would be derived from 
such legislation. ‘There is one point, however, which I think should 
be cleared up, because this record may be read in different parts of 
the Nation; namely, in reply to a cape from the chairman as to 
whether it involved railroad service in Hawaii, you stated it posi- 
tively involves railway service. 

Now, that is a very indefinite statement, and I think for the record 
it would be valuable if we could know the extent of which that service 
to which you referred, the loading of containers on flatcars, the extent 
of the distribution there involving distances. Otherwise, it is a very 
indefinite impression that people might get. 

Mr. Barruror. First 1 would like to make it very clear that I only 
speak for Hawaiian Marine Freightways & Consolidated on the atti- 
tude as far as the joint through rates. Our contract is with primarily 
the shippers and consignees who want it. I don’t speak for any other 
water carrier in any way. 

In connection with the matter of the railroad on this point, I am 
going to ask Mr. Galland to further clarify it. We look to the rail- 
road to assist us in getting a large portion of our containers from 
shipside to the container station, where the break-bulk operation 
takes place, also where certain containers are also loaded, and then 
brought down to the piers for outloading for the coast. The rail- 
road performs a very valuable service to us in connection with the 
container operation, and they use their equipment in that way. 

Mr. GALLANp. Is that responsive to your question, Senator Long? 

Senator Lone. Yes; exc epting that I think that the statement made 
is far from carrying the definite understanding that people who are 
interested might have a right to have. That is, “when you speak about 
distribution by railway service, ordinarily we think ‘of a very wide 
distribution, and distribution to points geographically and widely 
separated. It is not my understanding that that situation obtains 
at all here, and I don’t know that an accurate statement on that has 
a place in the record or not. 

I merely brought that up. 

Mr. Gautianp. The railroad is going to have its own witness here, 
and on operating matters I think it more fitting that an operating 
man provide the testimony. I am quite sure that I do know the 
pie to the questions that you have in mind, Senator Long, but 

I don’t think that it is my proper function as attorney to take the 
initiative in giving the answers unless the committee insists. I would 

‘ather have Mr. Dillingham do it. 

Senator Lone. Well, I am certain that is correct, Mr. Chairman. 

Senator Barrierr. Does Hawaiian Marine Freightways receive any 
subsidy benefits from the U.S. Government ? 

Mr. Barruror. No, sir. 

Senator Bartrierr. Of no kind whatsoever? 
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Mr. Barrurop. No; we are in the domestic trade, and we don’t come 
under the Subsidy Act. You are referring now to a subsidy, as far 
as operation, cost of operation, building. 

Senator Barrierr. D you know if any of the competing lines re- 
ceive subsidies? I don’t ask for any specific information on that, 
but just by way of generality. 

Mr. Barruropr. In this trade route- 

Mr. Gauuanp. I think there are some legal overtones in that, but 
I might be able to handle the question. Some service between the 
mainland and Hawaii, Senator Bartlett, is provided by ships pri- 
marily engaged in foreign trade who serve Hawaii enroute between 
the United States and for ‘elgn destinations. American President 
Lines would be an example of such a line. The law does not provide 
any subsidies for ships in that type of service, and it does provide 
that there be some abatement of the subsidy that is paid with respect 
to their foreign trade activities when they serve a domestic off-shore 
location in the course of a foreign voyage, and the statutory formula 
calls for an ascertainment of the revenues received in the domestic 
part of the service to the total revenues through the voyage, and the 
subsidy paid with respect to that voyage is then reduced by the re- 
sulting fraction. 

Since Hawaiian Marine operates solely between the United States 
and Hawaii, I understand it has no subsidy of any kind. 

Senator Barriterr. Now, do you know what line or lines carries 
or carry the mail from the mainland here ? 

Mr. GALLAND. You are putting the question to me, sir ? 

Senator Barrierr. Yes; either one of you. 

Mr. GALLANp. I do not. 

Mr. Barrurop. We as well as our competitors carry mail, U.S. mail. 

Senator Bartierr. Is payment for that service on a subsidy ar- 

rangement of any kind, or does that merely reflect the cost of such 
transportation together with a reasonable profit ? 

Mr. Barrurop. Senator, it is a contract of affrayment and in the 
same category as any other shipper. It is a negotiated rate. 

Senator Bartierr. Well, my point is, in respect to that, is there any 
subsidy hidden or unhidden in the carriage of mail? 

Mr. Bartruror. Not tomy knowledge. 

Senator Bartietr. Thank you. 

Mr. Barton. 

Mr. Barron. I would like to ask Mr. Galland a question or two. I 
take it you don’t object to including power of suspension, but you 
would prefer a 4-month period rather than '7 months? 

Mr. Gauianp. I have no personal interest, as far as I, myself, am 
concerned, in what the period of duration is, and none of the interests 
for whom I speak here has instructed me to register any objection with 
respect to the 7-month period. 

Mr. Barron. Representative Loo suggested that the period be ex- 
tended until the mandatory hearing is finished, all of the parties heard, 
and decision rendered, regardless of the length of time. What would 
be your reaction to that proposal ? 

Mr. GaLtanp. My reaction to that one would be of opposition. I 
think you would have to split the difference in a situation of this kind, 
and everybody knows that not only ocean carriers and motor carriers 
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and rail carriers, but all lines of business have over a considerable 

period of time been experiencing a constant succession of cost increases. 

I am not in a position to tell you anything about anybody’s balance 

sheet, or profit and loss statement, but as a matter of simple common 

knowledge, every privately operated business has got to have the 

means of securing on a timely Tesla the revenues that it needs to keep 
oing. 

I think it is fairly strong medicine to tell a carrier that it can’t 
have a rate increase for 7 months when that direction was given 
without any hearing and without any advance notice and in the un- 
controlled judgment of the suspending agency. I feel, Mr. Barton, 
that if there were no time limit on the matter of suspension, the agency 
would be under no compulsion and no particular incentive to speed the 
process of decision, and you might have suspensions in effect for a 
year or 2 or 3. I think that would be unfair, and I think it would be 
impractical in the sense that it could very frequently ruin a carrier 
that was not financially very strong, and in any event it might dis- 
courage a carrier and cause it to withdraw from the trade in circum- 
stances where, as in these trades, there is no possible legal compulsion 
to make the carrier stay in. 

Mr. Barron. Of course, there is no requirement that the Board 
should suspend in this legislation. The Board may or may not sus- 
pend, according to whether they think the rates are unlawful or law- 
ful; is that correct ? 

Mr. GaLLanp. That is my understanding. 

Mr. Barron. Once the rates are suspended, however, the burden is 
on the carrier to justify its rates. That is correct, too, isn’t it? 

Mr. GaALLanp. I think under this legislation the burden is on the 
carrier to justify its rates, whether there is a suspension or whether 
there is not. 

Mr. Barron. In case they refuse to suspend, on whom would the 
burden be then ? 

Mr. Gattanp. Under the Interstate Commerce Act and the Coastal 
Shipping Act, that is a debated question to which I don’t know the 
answer. I think under the somewhat different language of S. 2451 
and 2452, as I remember both measures, the burden of justifying any 
rate increase is put unequivocally on the carrier. 

Mr. Barton. Under the Interstate Commerce Act, of course, if the 
rate is suspended, the burden remains on the carrier to prove that 
the rate is lawful. If it is not suspended, the only means of redress 
. for a shipper to file a complaint. Then the burden of proof is on 
21m. 

Mr. Gauuanp. That is the situation I had in mind, where the agency 
refuses to suspend, but a shipper comes in and files a complaint against 
the rate, within the 30-day notice period, then I just plain don’t know 
who has the burden of proving that the rate is good or no good. 

Mr. Barron. Do you think, however, in any event, the moving party 
should have the burden generally, either in this legislation or the 
other, on rate matters, Mr. Galland ? 

Mr. Gatuanp. It seems to me that nobody except the carrier ask- 
ing for the rate has enough information to know whether the rate is 
needed in financial terms, Mr. Barton, and if you put the burden 
on people who are not in a position to discharge it, either you don’t 
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give them a fair hearing or you get a record that is perfectly incom- 
prehensible, because it doesn’t have enough meat in it. 

Mr. Barron. Another question, Mr. Galland, about the bill. It 
has been suggested from time to time that although the title of the 
bill states “through rates and joint rates for carriers serving Alaska, 
Hawaii, and other States,” it is not clear that this compulsion in the 
case of S. 2451 doesn’t apply to joint rates for all transportation in- 
volving all carriers subject to various acts, the Interstate Commerce 
Act, shipping acts, Civil Aeronautics Act—I beg your pardon—Fed- 
eral Aviation Act. Have you examined the bill and is it abundantly 
clear that by its terms it applies only to joint rates and through routes 
in the Alaskan and Hawaiian trade, or is there some ambiguity in 
the language, in your opinion, that causes the bill to apply to all 
carriers, whether they serve Alaska, or Hawaii, or other States? 

Mr. Gauanp. I think that is a shortcoming in the draftsmanship 
of the bill. It just depends on how much influence you give to the 
title in the statement of purpose. 

Mr. Barton. I didn’t draft the bill, so I can ask questions about 
it without fear. 

Mr. Ga.uanp. I haven’t bothered about that aspect of it because 
T don’t think it makes any difference to anybody I represent, whether 
it covers trades other than those nakiteied ot not. As far as my per- 
sonnal view of the matter is concerned, if this is a good proposition 
for Hawaii and Alaska, I don’t see why it isn’t a good proposition for 
every other place, too. 

Mr. Barron. Thank you, sir. 

Senator Barrierr. One more question from me. How is the house- 
wife going to get her money back ? 

Mr. GaLuanp. I guess she will have to ask her husband to increase 
her allowance. It just cannot be done, sir. I have never seen a situa- 
tion where a matter of this kind could possibly be handled on that 
basis. The housewife can perhaps take some satisfaction in the cir- 
cumstance that she has in every instance of suspension a period of 
7 months where-she may be getting a partially free ride at the ex- 
pense of the carrier, and if the carrier wins the rate increase the 
carrier doesn’t get the difference made up to him out of the house- 
wife’s pocket, and what I have been trying to say is that I think this 
7-month suspension deal simply represents a splitting of the difference 
in time, and you may have a situation inequitable to one party for 
part of the time and inequitable to another party for part of the time, 
and there is some basis to hope that if the case ends some day and 
doesn’t take too long, that the inequities will balance each other out 
and everybody comes out on a reasonably fair basis. 

Senator Bartietr. Well, this committee, of course, is not the reg- 
ulatory body, nor will it have any control of the situation, but I think 
the committee will want to see, before it closes the record, for in- 
formational purposes, data concerning wage increases, fuel cost in- 
creases, and other ‘pertinent matters that go into the suggested rate 
increases, 

I have no further questions at this time. 

Mr. Hoff. 

Mr. Horr. I wanted to ask the witness one question. In an effort 
to balance equities and reach an equitable settlement in a matter 
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involving an application for an increase in rates, has the Interstate 
Commerce Commission and some of the other agencies granted a part 
of that increase, and withheld the rest, in an effort to be fair to both 
arties; let’s say I have applied for a 15-percent increase, has the 
ommission granted a 5- or 714-percent increase and left the balance 
for decision. Is there any effort thereby which the equities are ad- 
justed as between the housewife, the shipper and the carrier? 

Mr. GaLLanpb. There are examples of that kind of compromise dis- 
position of rate increase application. I would say an example is to be 
found in the long succession of ex parte proceedings before the Inter- 
state Commerce Commission since the end of World War II, in which 
the railroads have come in as a body at frequent intervals asking for 
percentage rate increases across the board. A proceeding of that type 
generates two types of testimony, one from the railroads indicating 
that they can’t go along for another minute unless they get all of what 
they want, testimony from industrial traffic managers that their in- 
dustries will have to shut down if they pay as much as a penny of 
increase, 

The ICC has never in any case that I remember made any finding 
as to who is telling the truth and who isn’t. It simply splits the 
difference, maybe right down the middle, and sometimes a little more 
in favor of one side than the other, but it is a perfectly common and I 
would say a standardized method of disposing of these matters. 

I am not so much familiar with the way the Maritime Board has 
handled the matter. There really are not enough rate increase cases 
before the Maritime Board to give as clearly discernible a pattern as 
you find before the ICC, and generally speaking, I think always be- 
fore the Maritime Board applications for rate increases are applica- 
tions either by individual carriers or by conferences of carriers, and 
in the domestic trades where the applications are filed by conferences 
the usual pattern indicates that you have a dominant carrier in the 
particular conference or in the particular trade, and the propriety of 
the rate increase is usually tied to the necessities of the dominant 
carrier. 

I think that the situation is somewhat different in the case of the 
railroads. If I might just digress a little bit in response to your ques- 
tion, Mr. Hoff, I think that the committee should be mindful that 
there are two kinds of rate cases. One is the kind where a carrier or 
a whole industry of carriers wants a percentage increase substantially 
across the board, and that is pretty much a revenue case rather than a 
rate case, and it doesn’t involve a question of whether one commodity 
rather than another is carrying too much of the financial load or not 
enough. 

The question basically is whether the carrier needs more money, and 
if it needs more money, it gets a percentage increase, and there may 
be holddowns on particular commodities for competitive reasons and 
for reasons based on hardship to the industry involving the shipper 
of a particular commodity, but mostly it is a question of the financial 
condition of the carriers and costs and revenues. 

Then there is the other kind of case that involves the question of 
whether the rate on agricultural equipment from some midwestern 
origin to Hawaii should be increased. That is really a different propo- 
sition. It isn’t so much related to the condition of the carrier’s 
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treasury in general terms as it is whether that commodity can justly 
be asked to assume a heavier share of the total revenue-producing bur- 
den, and the considerations in a case like that are vitally different. 

Senator Bartierr. The chairman will supplement that answer out 
of a memory that may need refreshing, by saying to Mr. Hoff that 
such compromises have been arrived at in the Alaska trade after rate 
increases were requested of the Federal Maritime Board and its prede- 
cessor agencies, but only after the government of the Territory of 
Alaska had intervened. 

My recollection is when no intervention was made, no compromises 
were affected. 

Thank you, gentlemen. 

There is now offered for the record the newspaper article Repre- 
sentative Loo referred to. It is from the Honolulu Advertiser, Sep- 
tember 11, 1959, and notes that the Matson Navigation Co. on the 
previous di ay had announced a proposed freight rate increase of 1214 
percent. This would be the ninth such increase since the end of World 
War IT and it would mean the general cargo rate during that period 
had gone up from $10.30 per ton to a figure between $26.75 or $25.80, 
and this is a rate increase in the 14 years since the war of 150 percent. 

The newspaper article also notes, however, that freight rates on the 
railroads on the mainland have gone up 156 percent since July 1946 
for eastern division operations, and 1 3214 percent for transcontinental 
operations. The article will be placed in the record at this point. 

Thank you, gentlemen. 

(The newspaper article is as follows: ) 


MATSON TO Up FREIGHT RATES 


Matson Navigation Co. announced yesterday it plans to increase its freight 
rates between Hawaii and the west coast 12.5 percent, effective September 14. 

The Federal Maritime Board will be notified officially of the action later this 
week, Matson said. 

Unless the Board itself calls for a public hearing or does so at the request of 
an outside party, the increase will become effective automatically in 30 days. 

The rate for general cargo thus would rise from its present $22.90 per ton (or 
40 cubic feet) to $25.75 or $25.80. 

The increase would affect all rates and would apply to cargo hauled from 
Hawaii to the coast as well as the other way around. 

The steamship company, which handles the bulk of Hawaii’s freight business, 
said the rate hike is necessary because of “decreased earnings as a result of 
steadily rising labor and operating costs in the last 20 months. 

Matson’s last increase—for 9 percent—became effective January 20, 1958. 

If the new increase is granted it will be Matson’s ninth since the end of World 
War II when the general cargo rate was $10.30 per ton. 

The new rate of $25.75 or $25.80 would mean that rates have gone up to 150 
percent in the 14 years since the war. It was pointed out, however, that main- 
land rail rates have climbed 156 percent since July 1946, for eastern division 
operations, and 13214 percent for transcontinental (Chicago and westward) 
operations. 

Hawaii transportation officials also claimed another rail increase was expected 
soon, since the last one was granted a year and a half ago. 

While the proposed 12.5-percent increase applies to the Pacific coast-Hawaii 
service, Matson said “appropriate adjustments will be made in the rates for the 
Atlantic and Gulf Hawaii service.” 

In San Francisco, meanwhile, Matson headquarters reported a net operations 
profit of $464,000 for the first 6 months of this year. 

Shipping operations showed a $628,000 loss, however, according to the report. 

The loss for shipping operations during the same period last year was 
$1,097,000. 
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Senator Barrierr. Representative King, we are very glad to have 
you here. 

Mr. Kine. Iam a former Representative, Senator. 

Senator Bartierr. Well, you still bear the title. 


STATEMENT OF JACK KING, FORMER STATE REPRESENTATIVE, 
STATE OF HAWAII 


Mr. Kine. Senator Bartlett, Senator Long, and Mr. Yee, on be- 
half of Hiram Fong, and friends of Dan Inouye, it is with a great 
deal of humility that I appear before you today because we have had 
these problems since 1949, when we appealed to the Federal Govern- 
ment for aid and were unable to get it. 

My name is Jack B. King, a former representative of the territorial 
legislature, who is interested in the welfare of the State or Hawaii, 
formerly of Richmond, Va., and now a resident of Hawaii. 

My address is 1431-A, Apartment 6, Kewalo Street, Honolulu, 
Hawaii. I am primarily here representing the poor housewife who 
cannot ask her husband for more money. I also represent two com- 
panies from Seattle, Wash., one from Long Beach, Calif., one from 
fol Ibs, N. Mex., and one from Chicago, Il. 

My interest is particularly in the transportation to the Northwest. 
Please do not forget the Northwest, the Southwest, Hawaii, and 
Alaska, and I might add Micronesia, as I spent a short time there. 
The welfare of Hawaii is to keep the rates down as well as taxes. 
The workers need more money; Jack Hall, Jack Conley, Russ Starr, 
and Bill Norwood, friends of mine, know well who pays and pays. 
My impression is that there should be permissive freight rates. : 

In conclusion, gentlemen, I would like to borrow a phrase, veni, vidi, 
laudi, I came, I saw, and I praised. 

Senator Bartietrr. Do you have any questions, Senator Long, or 
Mr. Barton ? 

Mr. Barron. No questions. ; 

Mr. Kine. I hope to see you in Washington some day, sir. 

Senator Bartierr. Come in. 


Mr. Yee. 


STATEMENT OF WADSWORTH YEE, MEMBER OF THE STATE OF 
HAWAII HOUSE OF REPRESENTATIVES AND PERSONAL REPRE- 
SENTATIVE OF SENATOR HIRAM FONG 


Mr. Yer. For the record, my name is Wadsworth Yee, member of 
the State house of representatives, and personal representative of 
Senator Fong. Senator Fong is now in the Far East, and for that 
reason is unable to attend this hearing. He requested that I repre- 
sent him here, as he is very interested in the subcommittee’s work 
and has manifested his interest by urging that the subcommittee pur- 
sue its current inquiry in Hawaii. 

The Senator asked that I transmit his sincere thanks and aloha to 
Senator Magnuson, Senator Bartlett, and the subcommittee staff for 
making possible the presentation of Hawaiian interests as to their 
views on the measures under investigation and related topics. 

I have here with me a letter which Senator Fong had written be- 
fore his departure to the Far East, addressed to Senator Magnuson. 
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With your permission I would like to make it public by reading the 
Senator’s interest in this matter. 

Senator Barrierr. You surely may. 

Mr. Yer. This letter is dated October 8, 1959, addressed to the 
Honorable Warren G. Magnuson, chairman, Committee of Interstate 
and Foreign Commerce, U.S. Senate, Washington, D.C. 


Re S. 2451 and S. 2452. 


DEAR SENATOR MAGNUSON: This letter is written in preparation of a hear- 
ing that may be held in Hawaii during my absence regarding the above-mentioned 
Senate bills. 

I understand that the subcommittee is mainly interested in the question 
whether an official body known as a Joint Board should be established within 
the Federal Government for the purpose of dealing with interstate transporta- 
tion to and from Hawaii and Alaska under a system of through routes and joint 
rates between carriers engaged in different forms of transportation—for example, 
between a truckline and a steamship line. It appears that in the absence of 
some such approach as that involving a Joint Board, the rate problem is com- 
plicated by the separate areas of jurisdiction of the Interstate Commerce Com- 
mission and the Maritime Board, neither of which has clear authority to accept 
a tariff in which a single carrier quotes a single rate for complete door-to-door 
transportation from one inland point to another such point separated by an 
intervening ocean, or in which a single carrier assumes sole responsibility for 
all aspects of the transportation, under a single shipping document. 

An increasing share of interstate traffic to and from Hawaii is moving in con- 
tainers which can be exchanged between railroads, trucks and ships without 
rehandling of their contents. Shipment in containers materially simplifies the 
physical task of shipment, and it appears that the law should provide suitable 
machinery to simplify correspondingly the processes of fixing, filing and ascer- 
taining shipping rates and related matters in the interest of promoting ease and 
efficiency of transportation—particularly as it affects an insular locality such 
as Hawaii whose entire economy is dependent upon transportation. 

Where several different types of carrier participate in a single movement of 
merchandise, they should be legally free to devise cooperative arrangements with 
a minimum of needless legal restraint. The proposal to eliminate jurisdictional 
complications by letting a single Joint Board regulate arrangements for through 
routes and joint rates appears to afford a sensible solution of a problem both 
urgent and chronic. 

I wish to express my support of the Joint Board principle, I also request that 
regarding Senate bill 2451 that serious consideration be given to the word “man- 
datory” as against the word “permissible.” 

Sincerely yours, 
H1raM L. Fone. 


Senator Bartierr. Does that conclude your statement, Representa- 
tive Yee? 

Mr. Yer. Yes; it does. Thank you very much. 

Senator Bartiterr. Thank you very much for appearing in your 
own behalf and in behalf of Senator Fong. Naturally, the e ommittee 
is greatly interested in his views and yours, too, sir. As a matter 
of fact, as earlier stated, his interest in this legislation constitutes 
one of the reasons why the committee is here right now. 

Thank you, sir. 

Since it is now somewhat after the hour of high noon, perhaps 
it would be just as well for the committee to stand in recess. Now, 
ordinarily the committee holds afternoon sessions, but on this par- 
ticular day arrangements have been made for members of the com- 
mittee to inspect physically some of the transportation facilities here 
in Honolulu, and this meets with Senator Long’s approval, because 
he has a series of engagements this afternoon, so we will stand in 
recess until 10 a.m. tomorrow. 
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(Whereupon, at 12:16 p.m., the committee adjourned, to reconvene 
at 10 a.m., ‘Tuesday, November 17, 1959.) 
(The following statement was submitted for the record :) 


STATEMENT OF Ernark O. MoHN WitH REGARD TO THE REGULATION OF 
TRANSPORTATION IN ALASKA AND HAWAII 


My name is Einar O. Mohn, I am president of the Western Conference of 
Teamsters, which is a subdivision of the International Brotherhood of Teamsters. 

Geographically, the Western Conference embraces the 138 Western States, 
including our new States of Alaska and Hawaii, and the 3 western Provinces 
of Canada. In this area the Teamsters’ Union has approximately 375,000 
members. 

The International Brotherhood of Teamsters and the Western Conference 
of Teamsters historically have advocated and supported adequate and proper 
regulation of all forms and modes of transportation. Our representatives 
have appeared on numerous occasions before congressional committees and 
before the Interstate Commerce Commission to advocate extensions of regu- 
lation, adequate provisions and rules governing the safe operation of equip- 
ment and hours of service of employees. 

During the past year, representatives of subordinate locals and agencies of 
the Western Conference have appeared before this committee in respect to 
the legislation now under consideration. I refer specifically to the testimony 
of Mr. Clifford Groh, attorney for our local unions in Alaska, which was pre- 
sented in Washington, D.C., and the statement of Mr. Jesse L. Carr, made 
in October at hearings the subcommittee held in Anchorage, Alaska. I also 
have reference to testimony submitted in December by Mr. Arthur Rutledge 
on behalf of the Hawaiian Teamster local. I concur in the views and attitudes 
of each and all of these man. They have, it appears to me, given you excellent 
and sufficient reasons why appropriate legislation is urgent. 

Speaking for myself and as president of the Western Teamsters Conference, 
I also would recommend no delay in revision of the Interstate Commerce Act 
to extend adequate regulation to motor carriers in Alaska and Hawaii. 

To permit a no man’s land to exist, insofar as interstate motor transporta- 
tion is concerned, for any period of time could bring about conditions border- 
ing on disaster and create problems that won’t be easy to solve. No one, least 
of all the Teamsters’ Union, wants to see a cutthroat situation develop in either 
Alaska or Hawaii but experience has shown us that the seeds of such a malady 
germinate rapidly whenever common carriers are permitted to go unregulated. 
This leads to ruthless competition in which the strong squeeze the lifeblood out 
of the weak. 

As recently as last August I visited Alaska and spent considerable time in 
both Anchorage and Juneau discussing the transportation situation with officials 
of the trucking industry, representatives of labor organizations, and people in 
high Government circles. This firsthand survey of transportation in the new 
State, my talks with well-informed people, and the facts as I believe them to 
be convince me it is absolutely necessary that no time be lost in making the 
motor carriers in Alaska subject to part II of the Interstate Commerce Act, 
including those provisions which relate to the safety of operation of equipment 
and the hours of service. 

There is another facet of the commerce situation in Alaska to which I would 
like to direct the attention of members of this committee. It is the Alaska 
Railroad, which is owned by our own Federal Government—the American tax- 
payer, if you please. It is an operation which has been permitted to remain 
unregulated even though it is in direct competition with private business. 

This lack of regulation gives the Alaska Railroad powers and rights enjoyed 
by no other common carrier, even a railroad. Embodied in that power is the 
right to raise and lower rates at will and make whatever other changes cir- 
cumstances may dictate. An excellent example of the abuse of this power lies 
in the recent notice by the Alaska Railroad that it intended to increase rates on 
all freight crossing the docks at Seward, which is one of the principal seaports 
in the new State, by approximately 10 percent. This arbitrary action was 
taken despite assurance given by a representative of the railroad last fall during 
open hearings in Alaska that no further rate increases were contemplated or 
necessary. 
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I do not propose to burden this committee by repeating the testimony of 
Mr. Carr but I would like to remind its members that in addition to its rail 
facilities, the Alaska Railroad operates a motor freight adjunct in direct com- 
petition with common carriers. 

Mr. Carr submitted evidence to this committee on October 30, 1959, in Fair- 
banks, which showed that there is a differential of approximately 60 cents an 
hour between what the Alaska Railroad pays its truckdrivers and helpers and 
the wage scale paid by private carriers. This disparity in favor of the un- 
regulated Alaska Railroad gives, as I’m sure everyone readily recognizes a 
substantial and unfair competitive advantage to the rail organization which is 
financed by the American taxpayers’ dollars. 

I am happy to see that the Interstate Commerce Commission itself, in recom- 
mendations resulting from a survey it made of the situation, urged that its 
regulatory powers be extended to include operations of the Alaskan Railroad. 
I certainly subscribe to this and urge that everything be done to get such legis- 
lation as is embodied in Senate bill 1508 enacted into law promptly. Only 
through this means will rail and motor carriers be placed on an equal and fair 
competitive basis and at a period in Alaska’s history when stability is absolutely 
essential. 

While a somewhat different situation exists in Hawaii the absence of any 
kind of motor carrier regulation, either Federal or State, has created chaotic 
conditions which ought to be alleviated without delay. When ruthless, cut- 
throat competition occurs, as it has in Hawaii, the small trucking operator 
generally is forced out of business. I’m told that this already has happened 
in some instances in our 50th State. Moreover, even the larger and better 
financed carriers have to cut rates sharply to retain their business. Under 
these circumstances, shortcuts have to be made so overloading takes place or 
equipment is not kept up to its usual standard of repair. So what once were 
reasonably safe vehicles become a highway menace, a menace not only to their 
Own drivers but to any motorists venturing upon a highway. The hard-pressed 
operator also may be forced to slash the wages of his employes which, if it 
endures for any prolonged period, certainly could adversely affect the State’s 
economy. 

Our Mr. Rutledge’s statement of December 16, 1959, told in detail why the 
Interstate Commerce Commission should immediately assume jurisdiction over 
transportation in Hawaii. For the reasons I have mentioned, I would like to 
add my endorsement to the recommendations made by both him and Messrs. 
Carr and Groh in respect to all modes of freight transportation in both Hawaii 
and Alaska. 

Over the years the Teamsters Union has been a persistent advocate of ade- 
, quate budgets for the Interstate Commerce Commission. We have fought vigor- 
ously and consistently for the development of an orderly means of transporting 
the essentials of life. We believe that a just and proper regulation of trans- 
portation is essential because it fosters a stability upon which our economy 
thrives and our Nation progresses. 

Therefore, I respectfully urge members of this committee to do everything 
within their power to see that this kind of regulation and stability is extended 
promptly to those who are anxious to make their contribution to the prosperity 
and growth of our most welcome new States, Alaska and Hawaii. 
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TUESDAY, NOVEMBER 17, 1959 


US. Senate, 
CoMMITTEE ON INTERSTATE AND ForeEIGN COMMERCE, 
lolani Palace, Honolulu, Hawaii. 

The committee met at 10 a.m., Senator E. L. Bartlett presiding. 

Senator Barriterr. The committee will be in order. 

Before calling Mr. Dillingham as the first witness, the chairman 
wants to make a special reference to that part of his statement at the 
opening yesterday in these words, in connection with testimony to be 
presented, and I quote those words: 

If there are other matters concerning Federal regulation and Hawaii trans- 
portation on which witnesses wish to testify, the committee will be glad to hear 
such testimony. 

I desire to reiterate and amplify that sti as because the com- 
mittee understands that there is a very large area of unc ertainty in the 
State of Haw: at as to where Federal farindietivia will begin and where 
it will end in relation to some transportation matters, and where State 
authority will begin and end. 

For example, this relates perhaps especially to the trucking industry. 
It relates to interisland barge or related maritime service, and the 
chairman in his own behalf wants to express great regret that the 
Interstate Commerce Commission and the Federal Maritime Board are 
not represented here by witnesses with authority to outline their views 
on these subjects. They were invited to come, and I believe they 
should have been here, because this is a problem of great importance to 
the people of Hawaii, and the committee understands that it is most 
difficult for the State government to prepare jurisdictionally until and 
unless the views of the Federal Government are known. 

We expected such officials from these Federal agencies to be here. 
We were surprised and disappointed when they were not on hand yes- 
terday. A request has since been made for such appearances. 

It may have been too late for these officials to come over from the 
mainland. If that proves to be the case the committee wants to assure 
the people of Hawaii that at the earliest possible moment the official 
view of these regulatory agencies will be ascertained, and, further, the 
chairman will state again in his own behalf that he will urge the ICC 
and the Federal Maritime Board to confer with the attorney general of 
Hawaii and other appropriate officials here to the end that suitable 
laws and regulations may be enacted and promulgated at the earliest 
possible time. 

Mr. Dillingham, please. 

Mr. GALLAND. Senator Bartlett, would it be in order to ask what 
position Commissioner Walrath of the ICC took in his testimony in 
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Alaska? TI hadn’t been able to obtain any report of his position by 
the time I left Alaska. 

Senator Bartiert. I think instead of going on the record with that, 
Mr. Galland, it might be better to save ‘time. for Mr. Barton, counsel 


for the committee, ‘to inform us as to Mr. Walrath’s views when the 
committee is not in session. 


Mr. Gatianp. Fine. 

May I accompany the witness to the desk ? 

Senator Barrierr. Surely. We welcome you, Mr. Dillingham. 
We are glad to hear from you, Mr. Dillingham. 


STATEMENT OF BENJAMIN F. DILLINGHAM II, VICE PRESIDENT, 
GENERAL MANAGER, OAHU RAILWAY & LAND CO. OF HONOLULU 


Mr. Ditrrncuam. Thank you, sir. 

Senator Bartlett, Senator Long, Mr. Barton, I am vice president 
and general manager of Oahu Railw: ay & Land Co. of Honolulu. 
My name is Benjamin F, Dillingham. 

T wish to thank Senator Magnuson, Senator Bartlett, Mr. Barton, 
and the other members of the committee and its staff, for affording 
to Hawaiian transportation interests the opportunity to discuss their 
problems under the several items of legislation which the committee 
is now considering. I should also like to voice a word of thanks to 
Senator Hiram L. Fong and Senator Oren E. Long, whose invitation, 
I believe, was a contributing factor in bringing about this commit- 
tee’s visit to Hawaii. 

Oahu Railway & Land Co, has been in the transportation business 
on Oahu for over half a century. Its principal transportation enter- 
prise up to 1947 consisted of a railroad which extended over much of 
the island of Oahu. Today the railroad’s activities are concentrated 
in the Honolulu harbor area, where it transports freight, much of it 
in containers, between the company’s freight terminal and Honolulu 
wharves. It also serves various industrial plants in the city of 
Honolulu. 

And I might say here, Senator Bartlett, that at the moment we have 
been advised through the press that the Attorney General is about to 
institute proceedings to reclaim or to attempt to recover certain land 
grants in our terminal area which were granted to the company at the 
time the company was organized for railroad PEDO: We have 
not received as yet any official communication to this effect, but we 
are advised nonetheless that an attempt will be made to recover these 
railroad lands. 

Tn 1952 the company purchased Young Bros., Ltd., which operated 
a barge service between the islands of the Territor y of Hawaii, and 
this service is now operated as one of the company’s several divisions. 
The Young Bros, barge service provides the sole surface transporta- 
tion between islands in the Hawaiian group. It offers about three 
sailings a week between Honolulu and each of the principal islands 
comprising the State of Hawaii. 

Much of the cargo moving over both the railroad and by the barge 
line originates at or is destined to points outside of Hawaii, and is 
received from or delivered to other carriers. Consequently, Oahu 
Railway & Land Co. has a vital interest in the circumstances under 
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which cargo may be exchanged between the railroad or the barge 
lines and other instrumentalities of transportation such as trucks 
and steamships. Since this subcommittee is presently concerned with 
several bills relating to the subject of through routes and joint rates 
in interstate commerce to and from Hawaii and Alaska, its delibera- 
tions are of obvious and vital interest to my company. 

My major objective in appearing before you is to advocate the 
passage of S. 2452 or one of its counterpart measures, H.R. 8520 and 
H.R. 8565, which would provide for the establishment on a permis- 
sive basis of through routes and joint rates between different types 
of carriers and for the regulation of through-route and joint-rate 
arrangements by a Joint Board, whose members would be drawn 
from the Maritime Board, the Interstate Commerce Commission, and 
the Civil Aeronautics Board. 

While I feel that the establishment of the Joint Board principle 
is more important than any detail as to the precise manner in which 
the Board will operate, I strongly favor legislation which deals with 
through routes and joint rates on a permissive rather than a com- 
pulsive basis. Consequently, I favor S. 2452 and its companion bills, 
over S. 2451 and its companion bills, H.R. 8521 and H.R. 8564. 

Statutory recognition of the right of different types of carriers to 
establish through routes and to public single-factor joint rates appli- 
cable to such routes is desirable for two primary reasons: (1) To 
provide relief from the confused and unsatisfactory state of existing 
law and administrative practice, and (2) to facilitate the movement 
of cargo in containers, which are swiftly coming into widespread use 
and readily lend themselves to transfer between carriers of many 
different types. The use of containers to avoid rehandling of cargo 
has special importance in Hawaiian trade where a high proportion 
of everything we use or produce is shipped in from or out to distant 
places and much of it requires transshipment at Honolulu to or from 
the outer islands. My company’s railroad and bargeline play an 
important part in handling cargo received from or delivered to other 
carriers and their usefulness to the public is in material degree re- 
lated to the efficiency of the transshipping process. 

It seems fair to state that where land carriers and ocean carriers 
desire to cooperate in the establishment of through routes and joint 
rates they are unable, as matters stand, to find out with any satisfac- 
tory measure of assurance what arrangements are permissible, what 
agency or agencies have jurisdiction, or with what official body their 
tariffs of jot rates may or must be filed. The presently uncertain 
state of law seems to result from vacillating interpretations of sec- 
tion 15 of the Shipping Act of 1916. That section authorizes, and 
indeed requires, the filing with the Maritime Board of cooperative 
agreements or working arrangements between common carriers by 
water. When such agreements are approved by the Board they 
acquire an exemption from the antitrust laws. In 1941 the Maritime 
Commission, in the case of Alaskan Rates (2 U.S.M.C. 558) ruled that 
an express company which owned no ships but nevertheless under- 
took to transport cargo to Alaska and performed its undertaking by 
shipping on an ocean carrier under its usual ocean bill of lading, was 
not a common carrier by water. Eleven years later the Maritime 
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Board overruled that decision, in Ullman v. Porto Rican Express Co. 
(3 F.M.B. 771). Inthe Ullman case the Maritime Board said : 

We believe that the respondent’s status as a “common carrier” does not de- 
pend upon its ownership or control or means of transportation, but, rather, on 
the nature of its undertaking with the public which it serves. 

* * * Since it undertakes to transport from door to door it is a common car- 
rier over the entire limits of its route, both the portion over land and the 
portion over sea. 

The Uliman case was a landmark in the interpretation of the Ship- 
ping Act, and if its doctrine had been consistently respected by the 

oard itself this committee’s present deliberations might have been 
largely unnecessary. It appears, however, that the Maritime Board 
lacks confidence in its Ullman doctrine. The Ullman rule is tacitly 
under reconsideration in the Board’s docket No. 815, where the Board 
is considering whether carriers that own no vessels—for example, 
trucking companies—can be common carriers by water simply because 
they commit themselves to move cargo by water in vessels of another 
operator. The Board will receive briefs on this question from the 
parties to docket 815 on December 7, 1959. Until docket 815 is finally 
determined, the transportation industry must apparently to be pre- 
pared to see the Board abandon the Ullman rule and revert to the 
once-discarded rule of the Alaskan Rates decision. 

Meanwhile, the Board’s practice in dealing with agreements hav- 
ing Ullman overtones seems to have been somewhat inconsistent. The 
Board has recently approved three agreements, Nos. 8470, 8480, and 
8490, to which members of the Household Goods Carriers Bureau are 
parties. These parties are motor carriers who engage in the practice 
of receiving goods at inland points and shipping them to destinations, 
foreign or domestic, overseas. Their agreements filed with the Mari- 
time Board, however, provide only for the joint adoption and publi- 
‘ation of port-to-port rates. Thus the Maritime Board seems to 
recognize these trucklines as ocean carriers but only for the ocean 
portion of the movement. This seems to be an implied restriction 
of the Ullman doctrine, which held that anyone undertaking to trans- 
port from door to door is a common carrier “over the entire limits 
of its route, both the portion over land and the portion over sea.” The 
evident consequence of the port-to-port feature in the agreements of 
the Household Goods Carriers Bureau is that separate tariffs must 
be filed with the ICC for the overland portion of the transportation. 

A somewhat more liberal tendency on the part of the Board is mani- 
fested in its approval on November 2, 1959, of two agreements to which 
Young Bros. Division of Oahu Railway & Land Co. was a party. One 
of these agreements, No. 8408 is between Young Bros. Division and 
Consolidated Freightways, a motor carrier, and authorizes the mak- 
ing of rates between points in Hawaii. The agreement is interesting 
because it describes Consolidated as a common carrier by water al- 
though it owns no ships, and because the rates it authorizes may be 
between points in Hawaii, as distinguished from ports. 

The other agreeemnt approved November 2, No. 8409, is between 
Young Bros. Division, Consolidated Freightways, and Hawaiian 
Marine Freightways, an ocean carrier. This agreement describes Con- 
solidated Freightways as a “nonvessel common carrier by water,” and 
provides for joint rates between ports on the U.S. Pacific coast and 
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“points” in Hawaii. One would suppose, on the basis of the Ul/man 
decision, and the Board’s approval of such agreements as 8408 and 
8409, that joint rate agreements covering both land and water por- 
tions of a through movement carried out by land and water carriers, 
were permissible. On the other hand, the pendency of docket No. 815, 
and perhaps the port-to-port scope of the Household Goods Carriers 
Bureau agreements, casts a doubt upon the supposition. In view of 
the Board’s vacillating record, and of current actions pointing in 
several inconsistent directions at once, legislative clarification seems 
an obvious necessity. 

Assuming that legislation is needed to end existing confusion in 
the law, it is necessary to consider what such legislation should aim 
to accomplish. I submit that it should give the full sanction of the law 
to the process of letting a shipper move his merchandise by land, sea, 
and air, in any combination, by entrusting it to a single carrier who 
quotes a single rate, issues a single document, and assumes respon- 
sibility for the shipment to ultimate destination, no matter how many 
connecting carriers or modes of carriage may be involved. There is 
no more reason for compelling a shipper to resort to more than one 
carrier in making an oversea shipment than to compel a telephone 
subscriber to resort to more than one operator or to deal with more 
than one telephone company to complete a long-distance call. If a 
shipper is to receive this type of service obviously the originating 
carrier must be authorized to offer it, and it should make no dif- 
ference whether the originating carrier is a railroad, an airline, a 
barge line, a steamship company, or a trucking company. Any one 
of them should be not only permitted but encouraged to assume 
the whole responsibility for the complete shipping transaction, and 
to work out all intercarrier relationships without further reference 
to the shipper. 

The originating carrier can perform this type of transportation 
function only if the law makes clear that he is entitled to enter into 
the necessary contractual relationships without legal penalty, and to 
file in an identifiable place a tariff setting forth the applicable joint 
through routes and rates without having the tariff rejected by agen- 
cies who disclaim authority to accept it because it covers more terri- 
tory than the agency administers. 

1 mentioned at the opening of this statement that one of the com- 
pelling reasons for facilitating movements on through routes and 
joint rates was the rising trend toward shipment in containers. The 
significance of the containerization program is that the container 
readily adapts itself to any mode of transportation; and since it can 
be so freely and readily transferred from one type of carrier to an- 
other, as a mechanical matter it should be just as freely transferable 
from one type of carrier to another as a legal matter. The full virtue 
of containerization can be realized by a shipper only if he can dis- 
patch his loaded container at a point of origin without further con- 
cern until its arrival at destination, 

It seems to me that the pending bills which make clear the right 
of different types of carrier to enter into arrangements for through 
routes and joint rates represent an ideal legal prescription. Such 
bills as S. 2452 have the double advantage of not only clarifying 
the substantive law, but of solving a difficult problem of administra- 
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tion through the device of the Joint Board. While it is quite pos- 
sible that the Joint Board will experience some organizational pains 
in its early stages, and perhaps some administrative complications, 
it seems to provide a rational formula to overcome the par: alyzing 
forces of administrative jealousy, on the one hand, or administrative 
reluctance, on the other. 

Many agencies have a strong tendency not only to protect their 
jurisdiction regardless of circumstances, but also to expand their 
jurisdiction at every opportunity. For example, the Interstate Com- 
merce Commission, under the Transportation Act of 1940, gained juris- 
diction over much domestic shipping at the expense of the Maritime 
Commission. Under S$. 1507 the Interstate Commerce Commission 
seems now to be seeking expansion of its regulatory domain by taking 
over the regulation of Alaskan trade, now under the supervision of 
the Maritime Board. 

At the other extreme, we find that the Interstate Commerce Com- 
mission has sought to be wholly relieved of all responsibility for the 
regulation of motor carriers, railroads, and freight forwarders in 
Hawaii, and that it has also disclaimed interest in the regulation of 
traflic between Hawaii and the U.S. mainland, as indicated by the let- 
ter from Chairman Clark of the LCC to Senator Jackson, dated 
January 29, 1957, copy of which is attached. 

And I may say here, Senator, that I have attached a portion of a 
copy of that letter. It is not a full copy. The pertinent portions of 
that letter are attached to my statement here. 

Senator Barrierr. Sir, may I ask you if the portion which you 
attach covers this subject fully as far as that letter is concerned 

Mr. Dititrncuam. I believe that it does, Senator, as to Hawaii, 
right. Under present law, the ICC has jurisdiction of rail traffic in 
Hawaii and of motor and rail traflic on the U.S. mainland; whereas, 
the Maritime Board has jurisdiction of movements between mainland 
coastal ports and Hawaii. Under statehood, the State of Hawati may 
enact local statutes covering intrastate transportaion by various types 
of carrier. 

What this regulatory complex suggesis to me is the urgent need 
for simplification of the existing jurisdictional tangle so that inter- 
state shipments may freely move via connecting carriers of whatever 
types, under the supervision of a single Federal regulatory body. 
The Joint Board, I believe, is the ideal type of body for the task, 
since it respects in a reasonable and practicable way the interests and 
sensibilities of all existing agencies having a stake in administering 
our national transportation system, and at ‘the same time makes avail- 
able to the public and the affected carriers the experience of agencies 
having special competence to deal with particular facets of the trans- 
portation industry. It should also serve to broaden the outlook of 
the participating agencies by acquainting them with transportation 

roblems closely related to their respective areas of responsibility, 
- with which they have heretofore had no oflicial concern. 

The shipping and consuming public is entitled to inquire whether 
the proposals we advocate will be beneficial. 1 fee! confident that they 
will be, because their purpose is to promote the fullest use of the mos: 
modern and mos: efficient shipping techniques known to the trans- 
portation industry. By facilitating the use of the best and most eco- 
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nomical shipping methods, the Joint Board type of control should re- 
duce shipping costs. Because a joint through rate involves a package 
deal which saves time, trouble, and expense for carriers, joint through 
rates are frequently lower, and never higher, than rates representing 
merely a combination of local rates. Because of this ch: aracteristic, 
joint ‘through rates should operate to the maximum advantage in 
Hawaii because a large portion of Hawaii’s economy is concerned 
with products and materials which undergo several transfers from 
carrier to carrier in the processes of importation, exportation, and 
distribution. 

The benefits of joint through rates are not linuted to commodities 
moving to or from the outer islands of the Hawaiian group, since 
most commodities require the services of several carriers on the main- 
land. Even a shipment originating close to San Francisco, for exam- 
ple, and destined to Honolulu, must travel to the water’s edge by some 
form of land transportation, and as distances increase the number of 
land carriers involved may increase, too. Whatever the number, how- 
ever, efficiency is plainly promoted if the shipment can be handled 
under a single shipping doc ‘ument, at a single rate quoted in a single 

tariff, and with a single carrier standing responsible to the shipper. 

I have mentioned that the joint board approach to the through 
route and joint rate problem would help to settle conflicts of inter- 
agency jurisdiction within the Federal Government. It would also 

tend to minimize friction between State and Federal authorities by 
helping to draw an identifiable line between the respective areas of 
State and Federal responsibility. The States have authority under 
our constitutional pattern over intrastate commerce, but only the 
Federal Government has authority over interstate commerce. Obvi- 
ously any shipment moving between one Hawaiian port and another 
under a single through bill of lading covering transportation between 
Hawaii and another St: ite, would constitute a shipment in interstate 
commerce and would be subject only to regulation by the joint board. 
Shipments not moving under joint through rates from or to other 
States would be much less automatically identifiable as to their inter- 
state or intrastate carrier. I believe that it is advantageous to Federal 
and State authorities alike, and to the affected carriers sand shippers as 
well, to have the most definite practicable means of ascertaining 
whether a shipment moves subject to State or Federal authority, and 
the use of through routes and joint rates for interstate shipments 
would provide such means in a significant number of instances. 

The use of federally regulated through routes and rates would also 
help to insure the free movement of interstate traflic in cases where 
State regulatory procedures might otherwise operate to impede it. One 
of the practic al virtues of the typical Federal regulatory program for 
common carriers of all types is that Federal statutes permit carriers 
to initiate their own rates and rate changes and to put them into effect 
automatically, after a period of public notice, unless the Government 
suspends them pending investigation. The rates always remain sub- 
ject to Government supervision, but the point is that under Federal 
statutes transportation rates do not normally have to be approved in 
advance. This attribute of the Federal regulatory system is of great 
importance to the transportation industry and to the shipping public, 
since it permits flexibility in the issuance and modification of rates to 


51709—61 28 














428 ALASKAN AND HAWAIIAN TRANSPORTATION 


meet, business necessities as they arise. It also permits traffic to flow 
while rates are under investigation. 

Hawaii has no statutes based on the Federal regulatory pattern. I 
am informed that under the laws relating to public utilities in Hawaii 
no rate can be put into effect until approved in advance by the public 
utilities commission. While this type of regulation may be suitable for 
industries whose tariffs contain only a few basic items, such as elec- 
tricity rates, it could readily operate, if applied to common carrier 
tariffs, to stop transportation dead in its tracks while rates and rate 
changes were investigated before taking effect. This could mean that 
an interstate shipment from San Francisco to Hilo could be stalled at 
Honolulu pending State approval of the rate from Honolulu to Hilo, 
unless the shipment moved under a single joint through rate having 
the sanction of Federal law. With such a rate in effect the movement 
of the cargo to final destination would be insured without interruption. 

As already indicated, I advocate the permissive rather than the 
mandatory type of legislation for dealing with the problem under 
consideration. The permissive system seems preferable to me because 
it appears adequate to present needs, and I have seen no indication 
that compulsion is necessary in the public interest. The history of 
this subject to date has involved a record of persistent effort on the 
part of carriers to create a joint-through structure and the frustration 
of that effort by laws too inflexible to let the effort succeed. What is 
needed, I am convinced, is merely a relaxation of present restrictions 
so that carriers can develop their cooperative plans cooperatively. 
Given an industry that is willing and even eager to accomplish a bene- 
ficial result, I believe that the result will be more swiftly and more sat- 
isfactorily achieved on a spontaneous basis than under Government 
direction. 

If the Government compels the adoption of through routes and joint 
rates, it will often be writing an injunction for parties who for various 
reasons cannot or will not work together. In these circumstances the 
unwilling collaborators are unlikely to provide a service beneficial to 
the public or to themselves, and the Government is sure to find itself 
called upon to referee a succession of disputes. I do not say that the 
Government should never seek power to compel the adoption of 
through routes and joint rates, but I do contend that the grant of such 
power should await demonstration of a need for its exercise. 

IT have read the statement of Mr. Thomas E. Stakem of the Mari- 
time Board before this committee during its Alaska hearings. While 
disagreeing with Mr. Stakem’s indicated preference for a mandatory 
rather than a permissive bill, I fully endorse Mr. Stakem’s primary 
point, namely, that— 

We are * * * not as much concerned with whether any particular bill is 
passed as we are in having some congressional authorization setting up a joint 
board and making possible the institution of a program aimed at a coordinated 
transportation system. 

This I deem a statesmanlike and refreshingly cooperative position, 
and I commend it to the committee as a guide to its deliberations in 
regard to the legislation now before it. 

Again, Senator, I would like to take this opportunity of thanking 
you for the opportunity of speaking before you. 

Senator Bartietr. Thank you, Does that conclude your statement ? 

Mr. Ditt1ncHam. That concludes my statement. 
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Senator Barttetr. There may and probably even will be a few 
questions. 

Senator Long, do you have any questions or a statement to make? 

Senator Lone. This question, I think, has been answered, perhaps. 
In expressing your preference for S. 2452 which would make it per- 
missive, you assume that competition itself would compel participation 
on the part of the responsible carriers ? 

Mr. DittincHam. I do, Senator, and on top of that I feel that it is 
to the advantage of these various carriers to have as many participants 
in the deal as possible. I can see no reason why anyone would want 
to exclude anyone because of the fact that the freer the flow of com- 
merce, the better for all concerned, and the more people that you inter- 
change agreements with the better. 

Senator Lone. Thank you. 

One other question: Are there available statistics from any one 
source that show the volume of freight brought into Hawaii in a single 
year ? 

Mr. DittincHam. Qh, yes, sir; we keep a record of the amount of 
tonnage that comes over our facilities, but I believe that the harbor 
board and the chamber of commerce keep a record of the total amount 
of cargo flowing not only into Honolulu but into each of the neighbor- 
ing ports. 

Senator Lone. The harbor board may have that information, but I 
inquired at the chamber of commerce and was unable to secure it. 

Mr. DintincuHam. The harbor board publishes a full report each 
year, Senator, I believe. 

Senator Lone. Thank you. That would likely give a reliable source. 

The statement was made yesterday that the passage of S. 2452, or 
a similar bill, might result in a saving of approximately 10 percent. 
Would you endorse that statement, that it might ultimately, after 
the change is made ? 

Mr. DitiincHam. Senator, any figure that I would give would be 
a guess, but I would think that 10 percent would be on the conserva- 
tive side, if we include in that the concept of the containerization, 
itself, 10 percent I should think would be a conservative estimate. 

Senator Lone. Thank you. I believe that is all at the present time. 

Senator Barrierr. Do you have any questions, Mr. Barton? 

Mr. Barron. A few, Senator. 

Mr. Dillingham, I note that you favor the permissive rather than 
the compulsory making of joint rates and through routes; is that 
correct. 

Mr. Dituincuam. Yes, sir; that is correct. 

Mr. Barron. Does it seem to you that the permissive power, if 
granted, could lead to restraint of trade or lessening of competition 
between various groups of carriers? Is that possibility not present ? 

Mr. Dinzincuam. I think that the possibility is present, Mr. Barton, 
but. I think that the chances of its being implemented are somewhat 
remote, because I think, as I have already stated, that the free flow 
of goods, and the more agreements that you have, the better all of 
the way around, and I can think of no reason why anyone would want 
to discriminate against any one particular carrier except on the grounds 
that they were irresponsible or hadn’t maintained a standard that 
assured the shipper of the service that he was expecting to receive 
under a joint route and through rate basis. 
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Mr. Barron. I have this in mind: Let us assume that either on the 
mainland or in Hawaii there were certain responsible carriers, but they 
are small carriers. I think you could see there was the possibility 
that some of the large carriers would set up these arrangements, but 
might not include the smaller carriers, even though they were re- 
sponsible. 

You pointed out that you would be willing to join with anybody 
who was responsible in this area. 

Mr. Dirztuincuam. That is correct, but I can’t deny that that pos- 
sibility doesn’t exist, and if a standard could be set up perhaps that 
would be advisable, with certain reasonable safeguards against such 
a contingency, but I think, frankly, that that is not a primary concern, 
and that if you had the permissive to start it, of course, could always 
be amended if the proposition were abused. 

Mr. Barton. In other words, you think that the compulsory fea- 
tures to include these small but responsible carriers should not be ex- 
tended to all carriers, possibly including some that are not responsible? 

Mr. DittineHAM. That is correct. 

Mr. Barron. You mentioned the Ullman decision by the Maritime 
Board. Were you saying that the Ullman decision is rather a poor 
reed on which to lean in this connection. 

Mr. DitiincHam. It was weak because it was set up by the regu- 
latory board itself, and it is subject to change by them without much 
consideration or without legislative enactment. 

Mr. Barton. And as you pointed out, they have made several quali- 
fications or several indications that they are not very proud of their 
own decision. 

Mr. Dituincuam. That is right; they are vascillating on the point 
right now. 

Mr. Barton. Mr. Dillingham, in regard to interisland transporta- 
tion, I believe you stated such transportation would be subject to 
regulation by the State of Hawaii. In your opinion as a transporta- 
tion man, what total part of the transportation would be subject to 
that State regulation as opposed to Federal regulation such as we are 
talking about here? 

Mr. DirirncHam. Well, sir, at the present time I would say most 
of our traffic would be intrastate controlled, controlled by the agency 
established by the legislature. That I believe is the public utilities 
commission. But I think that as time goes on with containerization 
that there will be more and more through cargo developed to the out- 
side islands, and I can’t give you exact percentage of one to the other, 
sir, at this time, but I know that the so-called intrastate movement 
would be substantially more than the interstate at the present time, 
but I think that this legislation would help to develop the greater pro- 
portion not only due to the legislation itself but I think primarily due 
to the advent of containerization itself. 

Mr. Barton. Do I understand you to say that most of the trans- 
portation would be State regulated rather than Federal? 

Mr. Dirnr1ncuam. That is correct. 

Mr. Barron. Your railroad I understand you to consider to be sub- 
ject to ICC regulations. 

Mr. Dittincnam. Well, we do consider it subject to ICC regula- 
tion, Mr. Barton. 
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Mr. Barron. But the Commission has made no move to extend its 
jurisdiction or assert its jurisdiction over the railroad ¢ 

Mr. Duuinenam. It has not, although we report to it regularly, 
and we comply with all of its regulations and tariffs. We file tariffs 
with them. We abide strictly by the provisions of the ICC regula- 
tions, and we are considered a common carrier in the conduct of that 
business. There are those who challenge the fact that it is a railroad 
now, but if it isn’t a railroad, Mr. Barton, I don’t know what it is. 

Mr. Barron. I see. 

Mr. Dillingham, you mentioned the possibility of the Attorney Gen- 
eral taking title to certain lands which the railroad now holds. 

Mr. Dinuinanam. Yes. 

Mr. Barron. How did the railroad obtain that land in the first 
place? 

Mr. Dinuincuam. Well, Mr. Barton, as I understand it, those were 
fishponds and mudflats. They were all under water at the time that 
my grandfather established the railroad. They belonged to the king. 
They were crown property. 

It wasn’t land. It was water. There was just this 10 acres of prop- 
erty in the center of other holdings which my grandfather had ac- 
quired in fee, and these lands, this area was set aside for my grand- 
father on condition that he build the railroad, as I understand it, and 
he filled those properties as the railroad was being constructed so that 
he created a terminal yard out of it, and the des ignation under the 
grant. was that they were to be used for railroad purposes. They were 
used for railroad purposes. They are used for railroad purposes, and 
they will be used for railroad purposes, so I don’t know where or on 
what grounds they will be recaptured or reclaimed. 

Mr. Barron. Where is the land located ? 

Mr. Ditzineuam. Down here in the so-called Iwalei section of the 
city, the industrial section. 

We would be very glad to take you over the area if you would like 
to see it. It is at the intersection of—the property is surrounded by 
King Street, Iwalei Road, and Dillingham Road. 

Mr. Barron. Those are all the questions I have. 

Senator Barterr. Mr. Hoff, do you have any questions / 

Mr. Horr. I want to ask the witness a couple of questions, but I 
would like to make a statement on the problem involved in the lands 
to which you have just been referring. Iam sure the chairman would 
have a better knowledge of this present problem than I but it would 
seem to me as a layman that that is a problem that will have to be 
solved by you and the new State of Hawaii. 

Mr. DituincHam. That is correct. 

Mr. Horr. I assume that it is a matter on which the Federal Gov- 
ernment would have no jurisdiction. The chairman and counsel can 
correct me on that if they wish. 

Now, one of the problems here that Mr. Barton was probing with 
you is one that bothers me, and I know from conversations I have 
had since we have been here that it has bothered a great many other 
people, and that is the question of the tendency toward a monopoly 
that might occur under this legislation which would authorize through 
routes and joint rates. The question of whether a carrier, stateside, 
coupled with a shipping company, might make an agreement, might 
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file joint rates or through routes with a single motor carrier, for 
example, here to the exclusion of everyone else, and, as I understand 
it, there are some hundred, at least, small trucking companies here. 

You indicated in your response to the counsel’s question that you 
thought that was a possibility but you thought that under this per- 
missive legislation perhaps we ought to gather a little experience be- 
for the Congress should move further into that area. 

Is it possible, knowing how slowly the wheels of Congress sometimes 
move, that there might be no patients left on the island in the form 
of small trucking companies by the time Congress got. around to act? 
Is there any way that you can foresee where, if you filed a joint rate 
and through routes, with an XYZ trucking company here, that other 
trucking companies who are willing and able to do the business might 
also enjoy that rate even though they were not a party directly to 
that original filing ? 

Mr. DiuincHam. Well, sir, I can answer that only in this way— 
and it may not have any legal status at all—but speaking for my com- 
pany, we consider ourselves a common carrier and a public utility; 
and under our understanding of that responsibility we feel that we 
are obliged to deal with the public on an equal basis. In other words, 
anybody that wishes to be served by our railroad facilities or by our 
docks or by our barge system are entitled to that service as a com- 
mon carrier and a public utility. We cannot deny anyone service, 
and it must be equal service. We cannot discriminate between one 
shipper or one customer and another. Actually, whether the law pro- 
tects everyone to that degree or not, we have always felt that the 
law was there to protect and we have conducted ourselves on that 
basis: we have not discriminated against any shipper in regard to 
giving special service or excluding one to the other, except on the 
basis of financial responsibility; and that, I think, is a normal busi- 
ness practice. 

When we have found that some were not responsible, financially, 
then, of course, we had to impose certain conditions. But otherwise, 
let. me say this—all the financially irresponsible are treated the same, 
and all the financially responsible are treated the same, but there is 
no dicerimination on the basis of the fact that we consider ourselves 
a public utility. 

Mr. Horr. We can let that one rest fora moment. There is another 
question I would like to ask vou. 

The chairman announced at the beginning of the hearing today 
that the Interstate Commerce Commission was invited to have a 
representative present. The fact that there is no such representative 
here micht indicate a lack of interest on the part of the ICC in this 
whole Hawaiian transportation problem. u 

Now, assuming that that indifference does exist, on this Joint Board 
that would be created, there would be sitting a member of the 
ICC together with a member of the Federal Maritime Board. and a 
member of the Civil Aeronautics Board. Would it be possible, in your 
opinion, that the indifference which has been exhibited to date by the 
ICC in your problems might carry over to its representation on the 
Joint Board and that confusion, delay, and dragging of feet might 
occur because of that lack of interest in these problems? 

As I say, I am asking for your opinion now. 
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Mr. Ditiinenam. In my opinion, sir, the indifference would not 
tend to carry over because of the fact that on a through route and 
joint rate basis the ICC is very definitely implicated at the point of 
origin. This envisions that the cargo is going to originate, let us say 
- Chicago, or Denver, or St. Louis. Now, certainly, the ICC has a 

definite interest in that part of the c carriage from St. Louis or 
Dee or Denver to the water’s edge at San Francisco, and it would 
to me seem to be inconceivable that they wouldn’t also carry that idee 
along as far as the land end of it at this end of the line was concerned 
to complete the entire deal, and the yardsticks that were established 
for what they might be considered to be primarily responsible for on 
the mainland would also be used at this end of the line to assure an 
equitable distribution of the rate. I think, from that point of view 
alone, that they would be interested and have a very important part 
to play. 

The shipment isn’t over until it gets to its ultimate destination, and 
while at this end of the line it may be very small, compared to the 
distances on the mainland, nevertheless, it has to be in effect a complete 
picture, and I think for that reason the ICC would be interested, and 
should be. 

Mr. Horr. Mr. Chairman, could I ask just one more question ? 

Senator Bartitetr. As many as you care to, Mr. Hoff. 

Mr. Horr. The witness stated that you acquired, or did acquire, the 
facilities of the Younger Bros. 

Mr. DittincHam. Young Bros. 

Mr. Horr. I am thinking of Jesse James, I guess, the Young Bros., 
to operate barge service between the islands. 

Mr. Drtuincuam. Yes. 

Mr. Horr. Now, do you visualize that they, as well as the Oahu 
Railway & Land Co., would have to, under existing law—including 
the Hawaiian Statehood Act—apply to ICC, for certificates of con- 
venience and necessity in order to operate? Or do you think that they 
have acquired grandfather rights in any way by virtue of having been 
in operation before the advent of statehood ? 

Mr. Ditiutncuam. Well, I would assume that we would have grand- 
father rights. Of course, Young Bros. has been under the juris- 
diction of the Federal Maritime Board; and under statehood, of 
course, the question arises as to whether Young Bros. is going to be 
under Federal Maritime Board, or whether it is going to be under 
the State public utilities commission, due to the fact that we actually 
do travel on the high seas between the various points of the islands. 
But we have assumed that, so far as intrastate commerce is concerned, 
regardless of the technical fact that we do go outside of the State 
limit, even between the shortest distances of the island, that the 
public utilities commission would regulate the rates for intrastate 
commerce, and that the Joint Board would regulate for interstate 
commerce. The importance of the joint board principle is that the 
Maritime Board has indicated that on such matters as through rates 
that they don’t have jurisdiction for the trucking and the railroad 
carriers on the mainland; and the ICC has notified us that they don’t 
have jurisdiction with respect to the shipping between the mainland 
and Hawaii; so, that is why this joint board principle seems to us 
to be so desirable and applicable in this instance. 
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Senator Barrierr. Senator, are there any grandfather rights at 
this time, to your know ledge, in the Hawaii maritime trade? 

Mr. Dintincuam. Sir, I don’t know of any. I assume that the 
Matson Navigation Co, and the Hawaiian Marine Freightways would 
be considered to have grandfather rights if that question arose. 

Senator Barrierr. Mr. Hoff said that it is his understanding that 
there are about a hundred trucking concerns in the State, large and 
small. Is that about the right figure, to the best of your knowledge? 

Mr. Dmurnenam. I think that would be a fair estimate for the 
State as a whole; yes, sir. 

Senator Bartierr. How are they regulated now ? 

Mr. DituineHam. They don’t have any particular regulation, as I 
understand it, at the present time at all. They are not un ler the 
PUC, and they are not regulated by the ICC. 

Senator Barriterr. Was there a territorial regulation : another 
day? 

Mr. DituincHam. I don’t believe there was, sir; no. 

Senator Barrierr. You said, Senator, that the Oahu Railway & 
Land Co. reports to the ICC. 

Mr. Dintrncuam. Yes. 

Senator Barrierr. And you also said that you consider the rail- 
way to be under ICC jurisdiction. 

Mr. Diturncuam. That is correct. 

Senator Barrierr. You also said that you file reporte regularly. 
Now, my question is, Do they acknowledge these reports ? 

Mr. Diturncuam. No, sir. 

Senator Barrierr. You never hear from them ? 

Mr. Dintincuam. No. 

Senator Barrierr. Never have? 

Mr. Diturncuam. Not to my knowledge. At the time that we 
abandoned our main line operations we had to secure their approval 
for that, and when we filed our tariff we filed our tariff with them, 
and I den’t know whether we have heard from them or not. 

Mr. Gautanp. I could give you a little hearsay illumination on that. 

I don’t have personal knowledge, but I was informed within the 
last day or two by Mr. Walter F. Dillingham, who is the witness’ 
fat her—— 

Mr. Diturneuam. President of the company. 

Mr. Gauttanp. That during the chairmanship of Mr. Eastman of 
the Interstate Commerce Commission, that there had been occasional 
controversies between the railroad and the Commission as to the oc- 
casional delay on the part of the railroad in getting its required re- 
ports filed by the prescr! ibed deadlines, and Mr. Walter Dillingham 
was concerned over the delay, and he made a visit to Washington to 
confer with Mr. Eastman about that specific problem, and explained 
to Mr. Eastman that under the transportation facilities available at 
that time, which were primarily by sea with no airmail service, that 
it was impossible to comply at all times within the required oehedule, 
and he was assured by Mr. Easiman that if the company did its best 
that would be sufficient, and Mr. Walter Dillingham says that there 
has been no controversy with the LCC since, but if the matter is 

carried back to that earlier day this situation does indicate that the 
ICC did take the position that the filing of 1 reports was an obliga- 
tion of the Oahu Railroad. 
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Senator Bartierr. Thank you for that contribution. The area of 
controversy would seem to be removed when they won't write. 

Mr. DuuincHam. | would like to think it is because we have be- 
haved ourselves, Mr. Chairman. 

Mr. GoopsiLu. Senator Bartlett, I would like to—— 


STATEMENT OF MARSHALL GOODSILL, ESQ., HONOLULU, HAWAII 


Senator Bartterr. Please come up and identify yourself. 

Mr. GoopsiLt. My name is Marshall Goodsill. I am with the firm 
of Anderson, Wrenn & Jenks, who are local attorneys for the O.R. 
& L. We have handled matters for them for m: ny years, involving 
both the Interstate Commerce Commission and other corporate legal 
matters. 

Senator Bartierr. For the railroad ? 

Mr. Goops1LL. For the railroad company, yes. 

Senator Barrterr. Do they write to you! 

Mr. GoopsiLu. They do sometimes, and we have had communica- 
tions with them. 

The question you asked, as I gathered it, was the extent to which the 
ICC has regulated the O.R. & L. and the extent to which they have 
taken an interest in local railroad matters. 

Senator Barrietr. Yes, sir. 

Mr. Goopsttt. As Mr. Dillingham testified, prior to 1947 there 
was a railroad on this island of some size, and that was regulated as 
a class I railroad by the ICC. In 1947 a portion of that line was 
abandoned. That required going before the ICC and submitting 
an application for an abandonment in accordance with their regular 
procedures. ‘They approved the abandonment. The portion that 
was not abandoned is still large enough in size to remain classified as 
a class I railroad under the ICC regulations, so the company has 
continued to file reports, to maintain its accounts on the basis of the 
ICC regulations, and to come before the ICC on matters requiring 
their attention under the law. 

For example, Mr. Dillingham referred to the acquisition of Young 
Bros. by the Oahu R: vilway. That was handled by a merger under 
the Interstate Commerce Act, and when a railroad issues securities, 
whether in a merger or otherwise, it has to get the permission of the 
Interstate Commerce Commission. 

In 1952 the railroad came before the Interstate Commerce Com- 
mission asking for permission for this merger, and the issuance of 
securities in connection with it. There was a hearing, and the Inter- 
state Commerce Commission granted the application. 

Some years later there was another merger with what had been 
the old Inter-Island Steamship Co. here, and that again had to come 
before the ICC and was approved by them. 

In matters of rate regulation, whenever the railroad changes its 
tariff, that has to be filed with the ICC. About a year ago the rail- 
road put in for the first time a tariff for container freight. That 
had to be filed with the ICC. They made some suggestions and 
changes in the form of the tariff, and it was published and filed in 
accordance with the law, and was eventually approved by the Com- 
mission. 
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So I think it is safe to say that up to the present time the Interstate 
Commerce Commission has continued to exercise active jurisdiction 
over this rail operation. 

Senator Bartterr. That clarifies the point. Thank you very much. 

Senator, did you say that in your opinion most of the traffic be- 
tween here and the outer islands is of an intrastate nature ? 

Mr. Dittineuam. I would say at the present time, sir, that that 
was true. 

Senator Bartierr. Well, that surprises me. I wonder if you would 
elaborate on that a bit more. Isn’t it true that most of the consump- 
tion within Hawaii is of goods produced elsewhere ? 

Mr. Dittrncuam. That is correct. 

Senator Bartierr. Would you explain, then, what you have in 
mind when you say that the majority of the traffic is of an intra- 
state nature. 

Mr. DiturncHam. Well, Senator, after all, Honolulu is the central 
terminal, the principal terminal for the State of Hawaii. It has been 
from the time that we were a Territory. The bulk of the cargo handled 
by the factors and commission merchants is brought into “Honolulu. 
It is true that the Matson Navigation Co., in particular, delivered 

cargo to the neighbor islands for the brane sh offices of the factors and 
merchants on what they call a direct basis with the vessels going either 
directly to the neighbor island port or, after discharging at Honolulu, 
»roceeding to the ‘neighbor island port for the discharge of merchan- 

ise there, but increasingly since the war there has been a tremendous 
amount of cargo brought to Honolulu and transshipped from the com- 
mission merchants or factors’ warehousing in Honolulu to the out- 


ports. 
Senator Bartierr. But it is destined to the wholesaler in Hono- 


lulu? 

Mr. Ditit1ncuam. In Honolulu. So that if it originates in Hono- 
lulu I would assume, if it has been in a warehouse in Honolulu, it would 
come under the Public Utility Commission jurisdiction for intrastate 
commerce even though it may have originally originated, as most 
cargo does, on the mainland. 

Now, as opposed to that, and this may be an area of conflict, we 
have a great many ships that come in and drop their cargo on a dock. 
It does not go to a local warehouse, but is picked up a day or two 
later by our barges and is moved on to the outports in that manner, 
which we cal] transshipment cargo. 

Senator Bartiett. Now, what do you describe that as being, intra- 
state or itnerstate movement ? 

Mr. DintincHam. I would describe that as interstate because it did 
not really originate in Honolulu. It was just on the dock here, and 
that is where the containers more and more will come into it because 
instead of that cargo lying loose on the docks it will be in container, 
and the container itself will move on through. 

Senator Bartierr. Most of the traffic, however, in your opinion, 
moves in the manner you first described ? 

Mr. Diiincuam. At the present time; that is correct; yes, sir. 

Senator Bartierr. Now, the letter which you were good enough to 
insert with your statement, addressed to Senator Jackson by Chair- 
man by Chairman Clark in January 1957, is certainly a very interest- 








\ 


——— ee 


ALASKAN AND HAWAIIAN TRANSPORTATION 437 


ing document. I have had the opportunity to rev iew it here in the 
last few minutes, not having read it for a couple of years, but the 
statement is made, Senator Dillingham, on page 3 of that letter, that 
if Alaska and Hawaii were admitted as States those provisions w vould 
extend part II of the act to apply to motor tr ansportation in inter- 
state and foreign commerce within each of these States, and between 
those States and other States, but only to the extent that the transpor- 
tation is performed within the States or the District of Columbia. 

Now, from your testimony we already know that the ICC hasn't 
sought to apply part I to motor carriers within Hawaii; that is cor- 
rect, is it not? 

Mr. Ditnincuam. That is correct, to the best of my knowledge; 
yes, Sir’ 

Senator Barrierr. An interesting item here, I note that Honolulu 
is 2,395 miles from Sitka, Alaska. We are close neighbors. 

Mr. DititincHam. I might point out, Senator, that this letter was 
written before the advent of containerization, and the concept of this 
through traffic idea really before it was fully conceived and developed. 

Senator Barrierr. Yes. 

Mr. Dittinauam. And I think that with containerization, not with 
reference to the paragr aph you pointed out just now, but that the at- 
titude of the ICC toward maintaining some form of jurisdiction here 
might conceivably change under the concept of containerization. 

Senator Barrierr. And certainly long before the Joint Board con- 
cept was evolved. 

Mr. Dirtincuam. Yes; that is correct. 

Now, on page 6 of that interesting letter this statement is made: 

Because of the isolated position of the Hawaiian Islands, the fact that trans- 
portation within the islands is local in character, and for very short distances, 
and the fact that those carriers do not have through routes or joint rates with 
carriers operating in other States, it is our opinion that railroads, motor car- 
riers, and freight forwarders operating within the islands should be exempt 
from regulation under the Interstate Commerce Act if the islands are admitted 
to the Union as a State. 

Happily, the “if” can now be removed from that sentence. 

Later on, on page 7, this further statement is made: 

We accordingly suggest amendments to the Interstate Commerce Act which 
will exempt the railroads, the motor carriers, and the freight forwarders oper- 
ating within the islands from all provisions of the Interstate Commerce Act, 
and which will at the same time recognize the right of the State government to 
regulate such interstate and foreign transportation as may be involved. 

Mr. Dunrinauam. Senator, I resent that in the light of the present- 
day circumstances, because the Interstate Commerce Commission 
seeks to kick us out of the Union to which we have just been admitted. 

Senator Barrierr. Well, do you think, or does Mr. Galland think, 
there would be any constitutional prohibition against such legislation? 

Mr. Gautann. Yes; I think there would be. 

Senator Barrietrr. In any event, we can agree, can we not, Senator 
Dillingham, that this letter need not be considered too seriously in the 
light of what has transpired since it was written, and the situation 
in November 1959? 

In the first place, the Board has undergone personnel changes since 
then. For example, Mr. Clark is no longer Chairman; but, more 
importantly, Hawaii is now a State, and the Joint Board proposal has 
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been made. So the recommendations contained in the letter perhaps 
have no especial pertinence to what we discovered here now. 

Does the Federal Maritime Board have jurisdiction over the barge 
service? I believe you answered that before. 

Mr. Dittineuam. Yes; it does. As a Territory it exercised juris- 
diction; however, under Statehood I believe it will not directly, ex- 
cept on ‘the basis of the Joint Board for Interstate Commerce. 

Senator Bartiert. It is the State public utility commission which 
has the authority under existing State law to establish regulations 
and to establish rates for the various types of carriers operating within 
the State? 

Mr. Dititrncuam. I think Mr. Goodsill could best answer that, Sena- 
tor, if I may ask him that. 

Senator Barriert. Please, Mr. Goodsill. 

Mr. Goopsitu. Senator Bartlett, we do have a State public utilities 
commission represented here. We have a State law governing public 
utilities. The law purports to cover all public utilities practically 
operating within the State, and I think everyone is a little uncertain 
as to when the jurisdiction of the Federal Maritime Board, say, over 
the interisland barge service, stops and the jurisdiction of the State 
public utilities system under the State law begins, but somewhere 
within the next year or two that event is going to take place, and in- 
sofar as purely intrastate traffic is concerned, the State commission 
perhaps under the present law, or perhaps under a new law, would 
take over that jurisdiction. 

Senator Barrierr. That is why at the outset of the hearing, very 
frankly, I expressed a measure of concern because there wasn’t Fed- 
eral representation here now. The situation is altogether different 
from Alaska, where the ICC stepped in promptly and granted tem- 
porary service to motor carriers, where the ICC initially recommended 
that it be given jurisdiction over maritime traffic, where the ICC 
recommended that it be given regulatory authority over the Alaskan 
Railroad, and so forth. 

Here we find ourselves best advised by a letter submitted by the 
witness Senator Dilingham, written by the ICC in 1957. That is too 
old. Obviously, the committee will now have to seek to get more 
up-to-date information. 

Mr. Gattanp. That is precisely why the letter was submitted, sir. 

Senator Barttert. I thought so. 

Mr. Goopsttu. We might say the same thing on the Federal Mari- 
time Board, Senator. The Federal Maritime Board has been regu- 
lating this business. Nobody from the Federal Maritime Board has 
given us much light on when the regulation stops and something else 
begins or how much of the traffic they still intend to regulate, so we 
as a utility are considerably in the dark without very much assistance. 

Senator Barrierr. Have you ever had a representative of the ICC 
stationed in Hawaii? 

Mr. Goonsttz. No, sir. 

Senator Barrierr. Have you ever had a representative of the 
Federal Maritime Board stationed in Hawaii? 

Mr. Goopstiu. No, sir. 

Senator Bartrerr. Are there frequent trips to Hawaii by repre- 
sentatives of those agencies from the mainland to visit with the 
carriers ? 
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Mr. DittincHam. Not too much. We have had several visits in 
recent years by members of the Maritime Board, but more in con- 
nection with Maritime Day, or something of that sort, rather than to 
give advice and counsel on regulatory matters. 

Senator Bartierr. Thank you, sir. 

Are there any further questions ? 

Senator Long has a question. 

Senator Lone. It is not a question. It is a statement submitted in 
connection with a question raised earlier, as to the imports and ex- 
ports, tonnagewise, in the territory, and I think it would be of in- 
terest, Mr. Chairman, to have it in the record. 

According to the harbor board, the last year reported—and this is 
exclusive of all military shipments federally owned and operated— 
the imports, 3,677,501 tons—that is importations—exported, 2,421,- 
804 tons. 

I wanted, if possible, to get an estimate as to the freight charges 
on a volume of business like that, but apparently it is not available 
any place. 

Mr. GALLANb. Freight charges? 

Senator Lone. Yes; that is, an estimate as to the amounts paid for 
importing 3,600,000 tons plus, and exporting 2,400,000 tons plus. 

Mr. GaLtLANnp. Senator Long, could I ask mrivethte that is expressed 
in weight tons; if so, what kind of weight tons, or in revenue tons? 

Senator Long. This would be based on the record on the harbor 
board. 

This is a harbor board report, just submitted by telephone, and 
rechecked to be certain of the figures, and also certain that it does not 
include military shipments of any kind. 

As to the significance of the terminology, you would have to check 
that; I don’t know. 

Mr. DintrincHam. Well, Senator, it would be very difficult to be 
anvwhere near accurate without knowing whether that is weight or 
revenue tons, but as a rule of thumb you can take—and it wouldn’t 
be very accurate—but take $20 a ton for the import figure and an 
average maybe of—well, take $8 a ton for the outbound figure. I 
think you will find that that is very light, on the conservative side, as 
far as the gross dollar amount, because you have some of that that 
comes from the eastern sealioard. and carries a higher rate; maybe 
$25 a ton would be better for the importation for an average figure, 
and some of that. is foreign, too, so it is pretty hard to give you any- 
thing that would be anyw here near accurate. 

Senator Lone. That isa very rough estimate ? 

Mr. Dinzincuam. Very, very rough, indeed. 

Senator Lone. Twenty-five dollars a ton imports, and exports you 
said would be less? 

Mr. Dinzincuam. It would be less, and that figure would have 
changed within the past 4 or 5 years owing to the substantial reduc- 
tion in the freight rate on sugar, which is roughly a million tons 
a year. They haul sugar outbound now for about $5 a ton, maybe 
less. 

Senator Lone. Well, if the passage of this proposed legisl»tion 
should run anywhere near a reduction of 10 percent. in the cost— 
and you stated, Senator Dillingham, that you thought that was a con- 
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it would run into a pretty good figure; wouldn't 





servative estimate 
it? 

Mr. Dintincuam. Yes. 

Senator Lone. It shows the importance of it. Theoretically, of 
course, that saving would be passed on to the consumer. 

Mr. Ditincuam. I would hope so, and I would like to point out 
one further thing, and that is I believe that eventually we are going 
to come to roll-on, roll-off, in some form, and with roll-on, roll-off, 
we will have more of an interchange of possibly rail and truck traflic 
than we have experienced to date, or that we have even with the con- 
tainer freight, and if you can envision that there will be a possibility, 
then, possibly for trailers, in some form coming all of the way through. 

Now, I feel that is coming in some form, so that a joint board 
would be anticipatory legislation as well as helpful and practical even 
under containerization. 

Senator Lone. Thank you. That is all, Mr. Chairman. 

Senator Bartierr. Thank you for submitting those figures, Senator 
long. 

I believe Mr. Hoff is armed with a question and prepared to aim and 
fire. 

Mr. Horr. No, I just wanted to make a comment. 

Senator Dillingham said he was very resentful of this letter be- 
cause they just acquired statehood and then had been read right out 
of the Union by the ICC in this 1957 communication. 

I just wanted to call his attention to the fact that in the last para- 
graph the Chairman of the Interstate Commerce Commission said 
that his suggestion would not be applicable to laws applying to Medals 
of Honor. 

Mr. Ditirncuam. I was also glad to see he wasn’t going to throw 
our pension plan out of gear, either. That was very helpful. 

Senator Bartrierr. And if any legislation on these subjects is 
enacted the acting chairman of this committee intends to do his best 
to make sure that a provision is inserted to continue free passes for 
banana peddlers. That is needed. 

Thank you, Senator, for giving the committee very real help. 

Mr. DittrncHam. Thank you. I appreciate very much the oppor- 
tunity of doing so. 

Senator Barrierr. The committee will stand in recess for about 5 
or 6 minutes. 

(There was a short recess taken. ) 

Senator Bartierr. The committee will come to order. Mr. Melius 
will be the next witness, and the chairman will ask if there are others 
in the room who care to be heard today ? 

We are prepared, willing, and able to hold a good long afternoon 
session to accommodate those witnesses who can appear today. The 
attorney general of Hawaii, and one or two other witnesses, will not 
be prepared until tomorrow, so if anyone here who wants to testify 
will rise and identify himself we will be glad to go on this afternoon. 

Apparently there are no other witnesses for today. 

Mr. Melius, will you please identify yourself. 

The last time, as I recall it, you confronted the committee from the 
position you now occupy was at Anchorage, Alaska. 
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STATEMENT OF FRED M. MELIUS, JR., VICE PRESIDENT AND ASSIST- 
ANT GENERAL COUNSEL, UNITED STATES FREIGHT CO. 


Mr. Metis. That is correct, Mr. Chairman. The weather was quite 
different. 

My name is Fred M. Melius, Jr.; my business address is 345 Hudson 
Street, New York, N.Y. I am vice president and assistant general 
counsel of United States Freight Co. and its subsidiaries, one of 
which, Universal Transcontinental Corp., Ltd., was licensed to do 
business in Hawaii and has its principal place of business in Honolulu. 
License No. 01037 was issued by the Territory of Hawaii on July 31, 
1935. We have done business in Hawaii continuously since that date. 

Senator Bartlett, in his introductory remarks, did not refer specifi- 
cally to bills S. 1509 and H.R. 6244, but he has indicated he invites 
testimony in respect to any proposed legislation affecting transporta- 
tion. These bills, in my opinion, are just as important to the common 
carriers of the State of Hawaii as they are to the carriers of Alaska, 
to which the bills specifically refer. 

Briefly, these bills provide for granting so-called grandfather rights 
to those common carriers by motor vehicle, freight forwarders, and 
certain water carriers operating within Alaska, whose operations are 
interstate in character, and who were in operation prior to May 15, 
1958, and who filed applications with the Interstate Commerce Com- 
mission prior to December 31, 1959. 

I will refer later in my testimony more specifically to these bills. 

Mr. Giles Morrow, president and general counsel of the Freight 
Forwarders Institute, testified in behalf of the institute at hearings 
starting May 5, 1959, before the Senate Committee on Interstate and 
Foreign Commerce in respect to Senate bills S. 1507, S. 1508, S. 1509, 
S. 2451, and S. 2452. He also appeared before the House Subcommit- 
tee on Transportation and Aeronautics of the Committee on Interstate 
and Foreign Commerce, and submitted a statement regarding bill 
H.R. 6244. 

I assume that this hearing is merely a continuation of the prior 
hearings in Washington, and also those recently held in Alaska. 

I would like, therefore, to subscribe to the statements made previ- 
ously by Mr. Morrow. I appeared before this subcommittee in An- 
chorage, Alaska, on October 26, 1959, and testified in respect to bills 
S. 1509, S. 2451, and S. 2452. 

Insofar as the State of Hawaii is concerned, my testimony regard- 
ing the State of Alaska would be the same. However, I would like 
to add a few adidtional remarks. 

I would like first to refer to bill S. 1509, which among other pur- 
poses permitted freight forwarders, motor carriers, and certain water 
carriers to continue service to, from, and within Alaska. This bill 
with amendments was passed in the Senate but no action has yet been 
taken in the House of Representatives. That bill, by the way, was 
introduced in the Senate on March 23, 1959, and was reported out with 
amendments on June 16, 1959. 

As I testified before, the companies I represent are in favor of that 
bill. However, since S. 1509 was introduced prior to the statehood of 
Hawaii no reference was made to Hawaii. Since the identical trans- 
portation problems exist in respect to Hawaii as to Alaska, I am sure 
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that this committee should and probably intends to make S. 1509 
applicable to Hawaii. 

The admission of Alaska and Hawaii as States create two serious 
problems from the standpoint of freight forwarders. The first con- 
cerns the question of the right to continue to serve the new States 
under their ICC permits. The second has to do with the carriers 
which freight forwarders lawfully may use in providing service to 
those States. If S. 1509 had become a law both of these problems 
would have been solved insofar as Alaska is concerned, since the bill 
provides for grandfather rights, and also amends section 418 of the 
Interstate Commerce Act to permit the use of common carriers by 
water by freight forwarders. 

On the question of operating rights to a new State, the Interstate 
Commerce Commission initiated a rulemaking proceeding on Febru- 
ary 16, 1959, identified as Ex parte No. MC-—54, entitled “Interpreta- 
tion of Operating Rights.” As a precautionary measure most for- 
warders which handle shipments consigned to and from points and 
places in Alaska and points and places included in their present oper- 
ating permits filed applications with the Interstate Commerce Com- 
mission to have their permits amended to include Alaska. At the 
same time relying upon a rule proposed by the Interstate Commerce 
Commission which would have automatically authorized them to op- 
erate between Alaska and the other States, filed motions to have the 
applications dismissed as not being necessary. 

On October 13, 1959, MC—54 was decided, and it was held that per- 
mits previously issued referring to States only contemplated those 
States which were States at. that time. This order of the Commission 
will become effective on November 30, 1959. 

In Anchorage, Alaska, I was permitted to incorporate by reference 
a copy of that order, which is in the record before this committee. 

As freight forwarders, we are handling a substantial amount of 
shipments between Hawaii and the mainland. Applications for oper- 
ating rights have already been filed, or are in the process of being 
filed, with the Interstate Commerce Commission, but hearings on the 
applications will probably not be set for some time to come, and then 
through the regular processes the resulting order will come a long 
time thereafter. 

We and other carriers are possibly the innocent victims of this great 
national accomplishment, the creation of two new States. However, 
I urge that steps be taken as soon as possible to rectify a situation 
which frankly can very well result in a serious disruption of trans- 
portation services between the mainland and Hawaii. Frankly, we 
don’t know what our legal liabilities are, or will be, if we continue 
our present operations. Maybe we are operating without a proper 
permit. Maybe we are using unauthorized carriers, but all of this 
would be resolved with the enactment of S. 1509, and with its amend- 
ment to include Hawaii. 

Possibly Congress should separate the issues involved in the several 
bills and pass legislation immediately in the next session concerning 
grandfather rights and use of common carriers by water in section 
418 of the Interstate Commerce Act. We hope that we won’t be 
required to cease our operations to and from Hawaii, but we feel that 
we are in a desperate situation, and that the only expedient solution 
is through proper legislation. . 
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I would like to make a brief statement regarding bills S. 2451 and 
S. 2452, and identical bills H.R. 8564 and H.R. 8565. 

I have already testified regarding these bills, and have stated that 
I do not take a position for or against S. 2451, which requires man- 
datory joint rates between and among carriers subject to parts I, II, 
and III of the Interstate Commerce Act, and carriers subject to the 
shipping acts and the Federal Aviation Act of 1958. 

However, if favorable action is taken on this bill we feel that 
carriers subject to part IV of the Interstate Commerce Act should be 
included in the mandatory rate provisions. Since carriers subject to 
the other three parts of the act are included, the freight forwarders 
should not be excluded and placed in a noncompetitive position. 

H.R. 8565 and S. 2452 provide for permissive joint rates and 
through routes between the continental United States and Alaska 
and Hawaii, between and among all common carriers subject to the 
Interstate Commerce Act, the shipping acts, and the Federal Avia- 
tion Act. These permissive joint rate bills include surface forwarders, 
and we therefore favor their passage. 

To the extent that forwarders could work out joint rates with the 
underlying carriers and establish divisions of the forwarder through 
rate it would be desirable. To the extent that such through joint rates 
could not be worked out there is, of course, nothing to prevent con- 
tinued forwarder operations on the basis of contracts with motor 
carriers and payment of published rates of the rail and the water 
carriers. We think, however, we should have freedom to work out 
through joint rates and be on an equal basis with our competition. If 
we cannot be competitive we can no longer adequately serve the public. 

That concludes my statement. 

Senator Bartierr. Thank you, Mr. Melius. 

Mr. Barton, do you have any questions ? 

Mr. Barton. Yes, Senator. 

Mr. Melius, is the crux of your position that the legal position of 
the forwarders should be clarified at once so they can operate legally ? 
Is that correct ? 

Mr. Me rvs. Well, since this interpretive order of the Commission 
it is my opinion that we do require operating rights which apparently 
we do not have at the present moment. 

Mr. Barton. I believe that dealt with motor carriers, did it not, 
and you feel it would also apply to forwarders if the matter came 
before the Commission ? 

Mr. Metivus. That is correct. S. 1509 covers freight forwarders 
as well as motor carriers and water carriers. 

Mr. Barton. In regard to joint rates, I believe under the present 
terms of the Interstate Commerce Act, freight forwarders are not 
allowed to make joint rates with other carriers; is that correct ? 

Mr. Metivs. That is correct, we don’t have joint rates. 

Mr. Barton. You think as far as Hawaii is concerned, though, you 
think they should be allowed to make such joint rates? 

Mr. Me tvs. We would like them very much. 

Mr. Barton. Thank you. That is all I have. 

Senator Bartierr. Mr. Hoff? 

Mr. Lordan? 
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Mr. Lorpan. Mr. Melius, do you not envision some difficulty exists 
in this joint rate and through tariff concept as proposed by this Joint 
Board with relation to Hawaiian motor carriers if this indifference 
or disavowal by the ICC of regulations in Hawaii of motor carriers 
engaged in interstate commerce is continued or maintained 

Mr. Menivs. Well, most cert: uinly. However, it is my opinion that 
since they have rendered a decision in MC-54 which indicates that 
they now feel that motor carriers as well as freight forwarders who 
do not at the present time have operating authorities which specifically 
refer to Hawaii and Alaska, that they have no authorized certificates 
or permits from the Interstate Commerce Commission. So it seems 
to me that the Interstate Commerce Commission, being an administra- 
tive body, they have got the statute before them, and if the statute 
applies to motor carriers handling interstate shipments in the State 
of Hawaii, and in the State of Alaska, they have no choice but to 
administer the statute and they can very well just wash their hands 
of the whole thing and say “We are not going to do anything about it.” 

I think the statute requires them to do something about it. 

Mr. Lorpan. There has been a marked difference between the atti- 
tude or position of the Commission with relation to jurisdiction in 
fields adhered to by it in aconnection with Alaska, on the one hand, 
and contrasted with Hawaiian statehood, on the other, in your 
opinion ? 

Mr. Menivs. There has been, and it is completely baffling to me 
because, as I see it, the problems are exactly the same that exist in 
transportation involving Hawaii as in the State of Alaska. 

Mr. Lorpan. In other words, when Alaska became a State as was 
indicated in Chairman Clark’s letter, the Commission took the position 
that instantly part II of the Interstate Commerce Act, the Motor Car- 
rier Act, applied to carriers operating to, from, and w ae the State 
of Alaska engaged in interstate commerce; is that not correct 

Mr. Metivs. That is correct. 

Mr. Lorpan. And sent a supervisor to that particular territory 
and issued temporary authorities and required the motor carriers to 
file rates and be governed by the safety provisions of the Motor Carrier 
Act, and so on? 

Mr. Metivus. That is correct. 

Mr. Lorpan. That is your understanding. But with relation to 
the new State of Hawaii they have not attempted to follow a similar 
position, or attitude ? 

Mr. Metius. They have done nothing, as far as I know, and it 
would seem to me that as we all know the Interstate Commerce 
Commission on the mainland regulates motor carriers doing business 
solely within a State, if they handle interstate shipments. So how 
they could possibly merely find in some fashion or other that the 
statute does not apply to similar carriers in the State of Hawaii is 
beyond me. 

Mr. Lorpan. One other question. The exemption that is possible 
for the Commission to exempt motor carriers from regulation who 
transport property within a municipality or within an area com- 
merically adjacent to that municipality might possibly given under 
some strained interpretation the intention ‘that they might exempt 
the island of Oahu, if you can call the area adjacent to Honolulu, 
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but it would certainly not exempt barge operations between here 
and any of the other islands. 

Mr. Mettus. It would not in my opinion. I think you are referring 
to section 202(c), part LT, of the act. 

Mr. Lorpan. Iam. 

Mr. Metius. And the Commission in an administrative proceeding 
has established a formula for the exemption of motor carriers operat- 
ing within commercial zones, and that formula has established a 
mileage limitation beyond the corporate limits of a city, dependent 
upon its population and the greatest extension of a commercial zone 
based on population is 5 miles beyond the corporate limits. It varies 
from 1 to 5 miles dependent upon the population of any particular 
city, and then in a few instances they have specifically described a 
commercial zone which has in some instances gone beyond that 5 
miles, but not toa very great extent. 

Mr. Lorpan. But at the present time this reluctance or disavoal 
of jurisdiction would raise some serious points, legal situations, with 
respect to motor carriers engaged in interstate commerce over whom 
the Interstate Commerce Commission has not so far attempted to 
exercise any jurisdiction, whether or not they would be entitled under 
the terms of Joint Board 52 to engage in joint rates and through 
routes under the provisions of that bill. 

Mr. Menivs. Yes. Of course I am speaking here principally as a 
freight forwarder, and not as a motor carrier. However, some of our 
subsidiaries are certificated motor carriers and have operations simi- 
lar to those of motor carriers here in the State of Hawaii, and we 
have been granted cervificates by the Interstate Commerce Commission 
and we comply, of course, with all of their regulations. 

Mr. Lorpan. Thank you. 

Senator Bartietrr. Mr. Melius, what is a freight forwarder? 

Mr. Metivus. A freight forwarder is a common carrier and one who 
assembles smaller shipments into larger lots and consolidates them 
and transports them by means of common carriers regulated under 
the Interstate Commerce Act, and who breaks bulk at an intermediate 
point, or a final destination point, and distributes to the ultimate con- 
signee. 

Senaor Barrierr. And transportation may be by any means? 

Mr. Metnivs. By any means except common carriers by water not 
subject to part IV of the act. That is why we feel that section 418 
should be amended and S. 1509 does contain such an amendment. 

Senator Bartierr. You said, I believe, that the outer limit of this 
municipal rule intended to be on the order of 5 miles. 

Mr. Metivs. That is correct. 

Senator Barrierr. Do you believe it might be sufficiently elastic 
to include this whole island ? 

Mr. Menius. There has been no precedent on the mainland. 

Senator Barrierr. Then let me ask you this: If a piano is trans- 
ported from Rochester, N.Y., to San Francisco by truck, or by rail- 
road, thence to Honolulu by water, thence by motor carrier to some 
small community of this island, would you consider that to be a ship- 
ment made in interstate commerce ? 

Mr. Me tus. Yes, I would, if the original consignment was made 
tothe ultimate consignee. 

Senator Barrterr. My assumption is that that is the case. 
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Mr. Metivus. Yes. In other words, I agree with Mr. Dillingham. 

Senator Bartietrr. That the Interstate Commerce Commission could 
not divest itself of that responsibility ? 

Mr. Metivs. Not in my opinion. 

Senator Barrterr. I think I speak for all of us here in expressing 
concern that no local truckers have been or as far as we know are 
going to appear here to testify. The legislation that may result may 

ave a profound effect on their economic future and the committee 
would have cared to have heard from representatives of the truckers, 
and still desires to do so if they will make themselves available. This 
is just as important to them as to anyone else who has testified or who 
proposes to testify, I am sure, and I hope that some representatives of 
the trucking concerns may yet appear. 

I want to thank you for testifying so helpfully here as you did in 
Anchorage, Mr. Melius. 

Mr. Menrus. I would just like to add one statement, Senator, in 
regard to the statement made by you then. Selfishly, we are very 
much concerned because if we are using motor carriers now from 
Honolulu through to the other side of the island, and if they are not 
certified by the Interstate Commerce Commission, but are required 
to be, we are using carriers which we lawfully cannot use. We are 
only permitted under part IV of the Interstate Commerce Act to use 
certificated common carriers, except within a commercial zone where 
they are exempt. 

Senator Bartierr. As freight forwarders you would have no legal 
means, then, to get the goods from Honolulu to the other side of the 
island ? 

Mr. Metivus. That is correct, and we are very concerned. 

Senator Bartrierr. Well, I hope the word may spread and some 
truckers may appear before us. 

Thank you, sir. 

Mr. Metrus. Thank you very much. 

Mr. Barron. In connection with the figures Senator Long men- 
tioned, I have been handed an annual report by the board of harbors 
for the fiscal year ended June 30, 1958. I suggest that you may wish 
to place it in the files of committee. 

enator Bartett. It will be accepted for the file. 

Now, are there any witnesses who care to be heard this afternoon? 

In all probability these hearings will be concluded tomorrow. We 
have all afternoon, and we don’t want to face the situation where 
there won’t be sufficient time tomorrow. 

We will go into recess now and reconvene at 2 :30. 

(Whereupon, at 12:05 p.m., a recess was taken until 2:30 p.m. of 
the same day.) 

AFTERNOON SESSION 


Senator Barttetr. The committee will be in order. 
If you will be so good as to identify yourself, sir, for the record, 
and then proceed. 


STATEMENT OF SHIRO KASHIWA, STATE ATTORNEY GENERAL 


Mr. Kasnrwa. Senator Bartlett, Senator Long, Mr. Barton, my 
name is Shiro Kashiwa, State attorney general. I would like to 
introduce Henry Shigerkane, my deputy, to my right. 
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Our office is in favor of the permissive type of legislation; that is, 
Senate bill 2452 type of legislation, provided, however, that the bill 
is SO t amended that it will not tend to, what we think, create a monop- 
oly in the trucking business with relation to this interstate commerce 
type of business. , 

What we are worried about is an example: A is an outfit on the 
mainland, a railroad company; B, is the shipping company, and C 
the motor carrier down here in Hawaii. If three of them enter into 
an agreement and file it under this act they have the right to operate 

together under the rates indicated, but because of the very peculiar 
nature of the situation here, that is to say party B, there are so few of 
them, the shipping companies, that by party B getting together with 
party C, the motor carriers here, it may have a tendency to create a 
monopoly in this type of business, and by some amendment to that 
act, to this act, we would like to tee that tendency lessened. 

Now, it is my understanding that this thing could be worse than 
the A, B, and C case I put; it could be A, B, and back to A here 
again, ‘because some of the companies on the mainland are here, and, 
as I understand it, there is a case where A, on the mainland, has a 
ship, and it is A, A, A, right down the line. 

Of course, in a situation like that I guess that is all of their prop- 
erty and we can’t do anything about it, but where this monopolizing 
could be controlled, the possible tendency, we would like to see it 
as far as possible eliminated. 

Our suggestion is perhaps this quoting of the rate, quoted only 
to the Honolulu docks, and thereafter let it go free to any trucker 
can get to it. Of course, that may not meet the approval of this 
single bill of lading requirement. It may hamper more than help 
the situation, but that is a possible solution, we would like to look 
into that. 

Another method is to have mandatory rates out here among other 
truckers. Now, as has been brought out here, so far the trucking 
business here in Hawaii has not been controlled by the ICC, and 
neither has the territorial public utilities commission stepped into 
this field. My deputy, Mr. Shigerkane here, has been working on 
this State jurisdiction or Federal jurisdiction matter, not only in 
this field but in other fields, and we are just in the process of work- 
ing these things out with the Federal Government. 

Tf there are any questions on that I am sure Mr. Shigerkane would 
be only too happy to answer. 

Now, aside from this statute I would like to make this request, Mr. 
Chairman, and Senator Long: This Board if created is peculiar to 
Hawaii and Alaska. The reason why this was created is because 
we are offshore, and since three Boards are represented on this Joint 
Board I think that it would be a very good thing if this Joint Board 
could have regional offices here in Hawaii and, of course, in Alaska. 
The trouble with, as the first witness testified—many times things are 
liled in Washington and we don’t get notice of it out here until a much 
later time. 

Another difficulty is, as Mr. Shigerkane would be willing to testify, 
we are now involved in the Matson rate case. The diffic ‘ulty for a 
State to participate—I think you would have the same difficulty in 
Alaska, in fact 1 would be glad to get together with the attorney gen- 
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eral of the State of Alaska—to participate in one of those rate hear- 
ings involves a lot of work and a lot of time, and we know from our 

articipation in the public utility rate cases over here how much work 
it takes to present a good case, and it seems to me that if the Joint 
Board would establish an office, although we may not be able to get 
all of the information here, at least we have a place where we can 
go to and ask them to contact a Washington office to get the in- 
formation. 

Now, I say this particularly because we here in the islands depend so 
much on transportation, and here is an ideal Board with three of 
the main Boards represented on it. If they could establish an office 
here I think the citizens of the territory would welcome such a move 
on the part of the Federal Government. 

As I said, of course, if there is any question on State jurisdiction, 
Federal jur isdiction, we are tr ving to work that out at the present time. 

Mr. Shigerkane here would be. only too glad to answer any ques- 
tions. 

I thank you. 

Senator Bartierr. Senator Long, do you have any questions? 

Senator Lona. I have no questions. 

I would like to make this comment: The Attorney General in urg- 
ing the necessity of local offices in echoing a thought that is quite 
prevalent in our community, and the chairman I think this morning 
felt the same way when he was, if not critical, implied criticism of 
the Federal agency sitting in Washington and not being down here 
where study is s being made. 

We are suffering from that throughout the year, that is agencies 
with which we are concerned are strangers to us. I think that is a 
good suggestion that we insist upon representation here at least a 
part of the time. 

Senator Bartuett. Is that all, Senator Long? 

Senator Lone. That is all; yes. Thank you. 

Senator Bartierr. Your recommendation of the moment, sir, is 
that the joint through rate provision apply only until the freight is 
unloaded at the dock in Honolulu? 

Mr. Kasuiwa. Yes, the reason for that is we would like the truckers 
to get at that as quickly as possible, if that isa possibility. This single 
bill of lading idea may not permit that. If it doesn’t, then further 
statutory amendment perhaps to make some sort of mandaory rate 
and everybody compete for the business. 

In other words, it goes into the other act, S. 2451, the mandatory 
type thing. It may be worked out. I don’t know. 

Senator Bartietr. How many maritime carriers are there between 
here and the mainland now that bring freight into Hawaii, in con- 
siderable volume I mean. 

Mr. Kasutwa. There are two in considerable volume, but there are 
some small ones. 

Senator Bartierr. Well, if 





Mr. Kasnrwa. There are two very large ones, I can say that. 

Senator Bartierr. Well. A company, which you described, a strong, 
responsible company, and B company, carrving the freight to Hawaii 
from Pacific Coast ports, also a strong company, made an arrange- 
ment with the motor carrier C here for a joint through rate, that 
would not preclude, necessarily, would it, other carriers making simi- 
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lar arrangements because there are several maritime carriers between 
here and the coast. 

Mr. Kasuiwa. That is true, and it is also true that carrier B, may- 
be a very fair-minded person, and let the contractor enter into an 

agreement with many other persons, but the purpose of the law is I 
think if there is a possibility of abusing it we should put something 
there to stop an abuse. 

Senator Barrierr. I would be in complete agreement with that, 
but, of course, all of us, you, I, every other member of the committee, 
and the Congress, too, will be anxious simultaneously to arrive at a 
situation which will permit the lowest possible freight rates to the 
consumer in Hawaii and the testimony indicates uniformly that this 
will best be achieved by a joint through rate, and I will ask you this: 
Theoretically, at least, you can see the advantages of that joint 
through rate to the consumer, to the consuming public. 

Mr. Kasntwa. I think so, if it is worked properly by people who 
will let ever ybody havea chance, it will work out. 

Now, there is this, when the practice starts maybe party C puts 
down a very low rate, and others may be run out of business, but the 
final effect after others are thrown out of business may be a raise in 
‘ates, so the eventual effect may be more detrimental than good. 

It is to stop a case of that nature. I think the people of the terri- 
tory would be interested to have some sore of clause in there so that 
these things would not happen. 

Senator Barrterr. The contention has been made before the com- 
mittee on this very subject by carriers admittedly, that one reason 
they are not anxious, in fact are opposed to the mandatory provision, 
is that it might require them to become associated, willy- nilly, with 
an irresponsible weak carrier which would lead only as they expressed 
it, | believe, to a ch: otic situation. 

Mr. Kasniwa. It is my position that if the local carriers will have 
to come under the ICC regulation, then certainly they will have to 
come within the safety requirements and within the financial respon- 
sibility requirements. I think the ICC requires that, and if the public 
utility commission here is going to take charge of it, I think we will 
require certain standards, and by requiring those standards I think 
that anybody who can get over those standards should be permitted 
to participate. 

Senator Barrierr. From a legal standpoint, and referring back to 
the discussion this morning, and I believe you were in atte nda ance con- 
stantly, what is your conclusion as to the application of Federal law 
in the State of Hawaii bearing upon this subject ? 

Mr. Kasniwa. Well, reg: arding this S, 2452, section (b), air carriers 
subject to Federal Aviation Act of 1958, common carriers subject to 
Interstate Commerce Act, or common carriers by water, it seems that 
under this S, 2452 they have got to be subject to the act before they 
can participate in the benefits under this act. 

Now, as mentioned by counsel here—— 

Senator Bartierr. Mr. Lordan ? 

Mr. Kastwa. Yes. There is some doubt because of the vigorous 
position of our motor carriers here, they are neither ICC nor PUC, 
whether the act fits into the picture, it may be that we should get to- 
gether with the local truckers and get an ICC regulation here, and get 
them under control, or to amend ‘this bill and “maybe refer to some 
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territorial control, I mean State control. We may be able to get—I 
am not sure about the State control side. 

Senator Barrierr. Let me go a bit more into this. Recalling the 
letter that the then chairman of the ICC wrote to Senator Jackson in 
January of 1957 expressing a desire on the part of the ICC not to in- 
tervene at all in Hawaii, and, secondly, assuming that none of the 
legislation we are now considering is enacted into law, would you be- 
lieve that the ICC would find it possible legally and perhaps consti- 
tutionally to divorce itself from applying the Interstate Commerce 
Act to Hawaii? 

Mr. Kasuiwa. Without looking it up, I would say this, to make an 
exception of Hawaii under that whole broad law—there may be some 
exception—because of the small islands here and their geographical 
status, there may be a reasonable exception whereby it could be read 
out. I can’t say right now, but it may be a possible exception. That 
is subject to debate. 

Senator Bartrierr. Well, in Alaska we might urge that we get out 
on account of the bigness of the State. Do you have any personal feel- 
ing as to the desirability of Federal regulation of transportation as 
opposed to State regulation ? 

Mr. Kasniwa. Well, from the point of view of the trucking group, 
it is my understanding the Public Utility Commission here at one time 
approached it. Under the State Public Utility Commission laws they 
could be regulated. They were once approached, but the majority 
felt that they wanted it free like the good old days. 

Now, with the coming of this joint control bill, S. 2452, there may 
be a reconsideration of this whole matter in view of the recent ship- 
ment by container, they may have to give into one or the other and 
put in some control. As you said, it is very important for the ship- 
per on the mainland to have truckers here with good equipment and 
safe equipment, and, if that is so, I think it is better to be under some 
sort of control, but as to which it would be I don’t know at the present 
time. 

Senator Bartierr. I believe that you spoke about the process that 
is now going on of working out something with the Federal 
Government. 

Mr. Kasutwa. Yes. 

Senator Bartterr. I wonder if you would care to go into a bit more 
detail on that matter. 

Mr. Kasntwa. My deputy, Henry Shigerkane, is working on that. 
Will you take over? 

Senator Bartiett. If you please. 


STATEMENT OF HENRY SHIGERKANE, DEPUTY ATTORNEY 
GENERAL FOR HAWAII, HONOLULU, HAWAII 


Mr. SuicerKANne. I can’t say that we are really working on some- 
thing, but to pick up from that letter that Mr. Clark, Chairman of 
the Interstate Commerce C ommission, wrote in 1957, in the year 1959 
when the statehood measure was again before Congress, this matter 
was again unearthed in section WS-50, and at that time the Interstate 
Commerce Commission again reiterated its position through the Com- 
mittee on Insular Affairs and Interior that they felt th: ut they were 
perfectly willing to abandon or give up their jurisdiction over car- 
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riers in Hawaii operating in the field of freight forwarding, motor car- 
riers, and railroads, and they suggested at that time, and I think this 
was in the early part of this year, that the State, the Governor, and 
the Public Utilities Commission of this State, seriously consider the 
advisability of making application before the Interstate Commerce 
Commission for an exemption from LCC regulation, and this invita- 
tion is still outstanding. 

We have undertaken a study. The State legislature mandated that 
the Public Utilities Commission of this State undertake a study of 
the motor carrier situation in the islands, and this was done, and a 
report thereon has been made. At this time we have not completed 
our study, so we are not as yet prepared to state whether we wish to 
take advantage of this invitation and file an application for exemp- 
tion, or in any other way seek congressional aid to make an exception 
of this area from the jurisdiction of the Interstate Commerce Com- 
mission, and in answer to your other question, Senator Bartlett, about 
the constitutionality, the possibility of making this area outside of the 
scope of the Interstate Commerce Commission, I think in view of 
the attitude that the Commission has now shown it may well be that 
this can be done administratively by the Commission just not choosing 
to exercise its Jurisdiction and having the State then go in and exercise 
its jurisdiction, and then have a ruling saying this is not undue burden 
on interstate commerce, and this can be shown 

But I think at the present time the only thing we are considering 
is that in turn this invitation may, by the Interstate Commerce Com- 
mission—that we make an application for exemption from regulation 
by that commission. 

Senator Bartierr. Let me ask this. Let us say you accepted the 
invitation. Let us say that ICC acted administratively, and then some 
shipper, some carrier, some consumer, felt aggrieved, and tested the 
validity of this action in court. Do you believe that the ICC would 
be held to have administrative authority ? g 

I don’t want to press that question upon you in view of everything, 
but if you care to answer, fine; if not, we will skip it. 

Mr. SuHicerKANE. I think the courts have always recognized the 
concept of reasonableness in classifying things, and I think this may 
well fall within that category. At least administratively, the ICC 
Commissioners seem to think so. This may have some bearing on 
what they have to say. There is a factual problem as to whether the 
classification is reasonable, and [ think in view of the geographical 
factors that are involved here there may be some grounds for saying 
that this is an area in which an exception can rightfully be made, and 
I think if this in turn is compounded by the fact that the ICC refused 
to exercise its jurisdiction, it may well be that the exercise of juris- 
diction by the State may be upheld to be valid, but I would not care 
to make a prediction about that. 

Senator Bartierr. Thank you. 

Mr. Barton, do you have any questions? 

Mr. Barton. Yes, sir. 

Apropos of that, Mr. Shigerkane, you no doubt know that under the 
second proviso of section 206(c) of the Interstate Commerce Act one 
can take a State motor carrier certificate and register it in Washington 
and engage in interstate and foreign commerce as long as the carrier 
confines itself to operations within the State. 
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It seems to me that if Hawaii decides to regulate motor carriers, it 
might be decided by such regulation who is going to engage in inter- 
state and foreign commerce, and who will engage in intrastate com- 
merce; has that occurred to you as one of the possibiliti ies ? 

Mr. SuicerKANE. No, it hasn’t, but I am glad that you bring that 
out. We would certainly like to explore that possibility. 

Mr. Barron. In view of that provision of law the State of Hawaii 
seems to be in a strategic position here. 

Mr. Kasniwa. Mr, Barton, may I ask you a question. With rela- 
tion to my suggestion, have it optional up to Honolulu Harbor? 

Mr. Barron. I beg your pardon? 

Mr. Kasurwa. Have this whole thing optional, permissive, up to 
Honolulu Harbor, and thereafter could some sort of mandatory sys- 
tem be worked out, do you think that is possible ? 

Mr. Barron. If I understand what you have in mind, it is the fact 
that the conditions among the motor carriers is different here than 
on the mainland, and it is also different as among the water carriers. 
You have a number of small truckers that do not want to be run out 
of business, to put it frankly. 

Mr. Kasutwa. Yes, I think every Hawaiian legislator here would 
wish that that be carried out. 

Mr. Barron. Possibly you and I should put our heads to the task 
of drawing some language to accomplish the purpose of protecting 
the small trucker. The diflic ‘ulty I see is that you can require people 
to be allowed to take part in joint rate arrangements, but you can’t 
make shippers pick them as carriers. I believe that is the main 
difficulty. 

Mr. Kasurwa. Well, many of the large carriers coming in here 
are outfits from the mainland, and the smaller carriers here are local 
carriers. Now, as much as possible we would like to see them survive. 
I think that is true of the citizens of any State they would like to 
see their local business survive, and if this thing is carried out to 
the limit I can see where very few of our local truckers will survive 
unless they get a chance at carrying some portion of this freight, 
they have a hard time. 

Mr. Barron. The situation presents a real problem for the small 
motor carrier. 

Mr. Kasurwa. It is a real problem, and Mr. Shigerkane and I 
decided that type of amendment would be so difficult to draw that 
instead of submitting anything we thought we would just tell you 
about it, and we may at a later time be able to work out something 
which you require. 

Mr. Barron. I shall be glad to have your suggestion on such an 
amendment. 

Mr. Kasuiwa. The survival of local business is a real problem, 
and we are glad to cooperate on that point. 

Senator Barrierr. ‘Mr. Hoff. 

Mr. Horr. One of the reasons, it seems rather obvious, why carrier 
A, on the mainland, using carrier B; for the water and then carrier C 
here, one of the obvious reasons why he might want to select C as 
against X YZ is he thinks C is more responsible. That has been stated 
this morning. 

Now, if the ICC takes jurisdiction under this legislation over those 
motor carriers who are engaged in interstate commerce, then the 
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ICC will have to grant them some sort of grandfather certificate, 
a permit, or a certificate of convenience and necessity depending on 
what procedure the Congress follows. 

Let us assume that it were the latter they had to file and they were 
granted a certificate of public convenience and necessity, wouldn’t 
it then tend to stabilize these carriers and then wouldn’t the fact 
that they have a permit or a certificate of convenience and necessity 
in and of itself tend to establish their responsibility ? 

Mr. Kasutwa. I think so. It would, because of the standards that 
are required, and so forth, but with relation to that reliability, my 
person: al experience is our local trucking groups don’t have the Jong 
hauls like you do on the mainland. The longest run here would be 
40 miles to the other side of the island. In fact, if you go around the 
island it is only 80 miles. So relatively speaking it is a very, very 
short run, and there may be reasons why the mainland company 
would insist on a certain carrier, but it seems to me from my experience, 
asa whole, these local carriers are quite reliable, and we don’t have the 
necessity of having certain huge equipment because it runs for days 
on big highways. We don’t have that, and I think the Interstate 
Comme rce Commission is more concerned now with these huge, huge 
trucks having 15 or 16 wheels, going along the superhighways. We 
don’t have that. 

Relatively speaking, I would say that we have a pretty good bunch 
of truckers here. 

Mr. Horr. In other words, what you are saying is transportation- 
wise—there is no innuendo meant here—that this is sort of the tail 
on the end of the dog. The movement is relatively small, as com- 
pared to on the mainland, and then by water to the islands. 

Mr. Kasutwa. It has also been pointed out to me, if you have a 
situation A, B, A, on the tail end in Hawaii, the rates charged may 
be so small because A makes it up from the mainland. He may be 
able to do that and run the local people out of business. That is 

ossible and by using B, which is a common carrier under your 
regulations, I don’t think that should be permitted. 

Now, that is a possibility. 

Senator Barrierr. Mr. Lordan. 

Mr. Lorpan. Following Mr. Hoff’s thought, the stability of your 
own motor carrier industry by vour own public service commission, 
assuming that would be the device and method adopted by the 
Hawaiian law making authority, would again tend to stabilize the 
motor carrier industry here and make it more responsible and, hence, 
acceptable to connecting carriers, would it not, in your opinion ? 

Mr. Kasntwa. T would say so. We have a very fine public utili- 
ties commission here. Our rate hearings, our straight railway, are 
al] controlled by our public utilities commissio n here. They are do- 
ing a very fine job, and if they are given jurisdiction of this trucking 
field T see no reason why they w ouldn’t do just as good a job. 

Mr. Lorpan. One further question. If Congress should decide not 
to exempt motor carriers in the new State of Hawaii from regula- 
tion, as suggested in the communication from the Commission in 
1957, and the later communication or statement described by your 
assistant. but would decide that the Interstate Commerce Commis- 
sion should regulate motor carriers in the new State of Hawaii. would 
it not be your opinion that. then that would be a further impelling 
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reason for your own public utility commission to have jurisdiction 
over the intrastate operations of motor carriers? 

Mr. Kasurwa. I think so. Otherwise, there would be a terrible mix- 
up in competition here. 

Senator Barrierr. Mr. Kashiwa, at the present time is there, to 
your knowledge, any such combination as ABA? 

Mr. Kasurwa. I don’t like to quote other people. They gave me 
some information that there is such. I think there are truckers com- 
ing up to testify, but I have heard of such instances. 

Tean get that for you if there is such a situation, and later on give it 
to Mr. Barton, the actual situation, But I understand that there is an 
AAA situation. 

Senator Bartiterr. That would be even more simple or more com- 
plicated than ABA. You face, of course, the situation that a public 
official in your position faces. You spoke about the possibility that 
ABA might. be able to reduce his rates before arrival in Hawaii to 
the point “that he could drive the Hawaii trucker out of business, the 
other Hawaii truckers, I should say, and, of course, the housewife 
who buys her groceries at the market, the corner grocery store, 
is chiefly interested in how cheaply she can buy those. Her interest 
isn’t primarily in how stable is the trucking or any other transporta- 
tion industry, and I suppose you will have to m: ake your decisions in 
consideration of the values of the one against the other. 

Mr. Kasuiwa. Well, Senator, that is all the more reason why we 
should have one of these joint board offices out here so if a certain 
trucker feels hurt, that is being done, I think he can immediately 
go to a local office set up by the Federal Government here representing 
these three boards and compl: un. Otherwise, you know the situation 
in Alaska very well, Senator, it is absolutely burdensome for any- 
body, a small trucker here, to file a complaint in Washington, D.C. 
First of all, you just can’t any attention, It must be a very specialized 
person and to get that person going requires a substan itial fee, and 
as attorney general of the State, this is a private matter, we can’t 
intervene, and it becomes an enormous problem for this individual. 

So I again ask Senator Long if this 1s to be set up I think there 
should be a corresponding office set up immediately in Haw: ali and 
Alaska, because this statute concerns only Alaska and Hawaii. 

Senator Barrierr. Yes, with the possibility that it may be extended 
to Puerto Rico, at least represent: ations are co ming to the committee 
from Puerto Rico which assert, and properly I think, that their 
geographical situation is almost identical with that of Hawaii and 
Alaska, and the same considerations ought to apply there. 

Mr. Kasiirwa. My position with relation to that office is this: If 
this act is passed at all, because of the number of small people that 
would be affected, it should be put into this act that there be an 
office established at Anchorage, Alaska, and one at Honolulu, Hawaii. 
I think that would make it very plain. 

Senator Barrierr. I would hope, going a step further, and this has 
been suggested already, that if the legislation i is desirable it shouldn’t 
necessarily be restricted to new Sts ites, it should go likewise to Puerto 
Rico, Virgin Islands, Guam, any other areas so situated, and, of 
course, I would join with you and Senator Long in expressing the 
hope that if the Joint Board is created it will have representation 
here and in Alaska. 
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Now, the ICC opened an office in Anchorage a year or so ago, and 
it has been of the utmost help to truckers. They don’t have to go to 
Washingion for answers to every problem that arises. They go to 
a local man who is skilled and able and he gives them the answers, 
and consults with them on a continuing basis. 

I think that ought to be possible here, too, once the Joint Board 
is set up, if it is. 

Mr. Kasurwa. Well, without the Joint Board being set up we would 
like to have during some portion of the year maybe the Maritime 
Board have an office over here, Senator Long. 

We have problems with relation to that, and if this doesn’t go 
through maybe we should have—because Alaska gets their ICC we 
should have a Maritime Board office here, and it will be of great help 
to the attorney general’s office if we do have that. In fact, in the 
States in the various attorneys general departments, there is more 
of a tendency to create these departments representing the State, to 
appear before the various Federal bodies. The last one we appeared, 
in fact our deputy is today appearing in San Francisco on a CAB 
hearing. The State has become so involved and interested in that 
question that we have a constant deputy there. 

In California I understand the State has been able to organize the 
department very well, so that they can appear in Washington and 
fight the cases in a proper way, but it is a large State like the State 
of California to finance anything like that, and I think, Senator, you 
would agree with me, the State of Alaska would be in a similar posi- 
tion with Hawaii. We wouldn’t be able to take a big battle like that 
and put up a fight which presents all phases of the case. 

Senator Bartierr. You can’t do it. 

Mr. Kasniwa. So it is really a problem with this office. 

I thank you. 

Senator Barrietrr. We want to express appreciation for your 
pearance here, Mr. Attorney General, and your associate, and the 
suggestions that you have made will receive most careful considera- 
tion, I assure you, and before you leave the witness stand I want to 
say that which I should have said at the outset of the hearings, and 
that i is the committee has under consideration other legislation deal- 
ing with transportation which would have a bearing on the Hawaii 
situation. That is, there have been introduced two “bills relating to 
proposed ferry service. 

Now, I introduced these bills before Hawaii officially became a 
State, having i in mind the need for a ferry service in southern Alaska. 
I understand the same need may exist between the various islands in 
Hawaii. One of the bills is designed to permit the use of Federal-aid 
highway funds for ferry operation in recognition of the fact that no 
highway connection is feasible in southern Alaska, in view of the 
tremendous cost of road construction, and in some cases it is impos- 
sible because the communities are situated on islands. Here it would 
be impossible in all cases, of course. 

It should be added that in the West other efforts have been made 
in this direction by other States. None has come even close to success, 
but this bill is before the Congress at this time, and I think a com- 
panion bill was introduced in the House of Representatives by Con- 
gressman Ralph J. Rivers of Alaska. I don’t, unfortunately, have 
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the numbers of the bills readily available. They will be sent to you 
shortly by Mr. Barton. 

The second bill would permit the use of Federal-aid highway funds 
for ferry terminal facilities and for access roads to the ferry sites for 
the same reasons essentially that road funds are sought for the more 
general purpose in the bill earlier introduced. 
~ We will appreciate having your written comments on those bills 
and comments from anyone else in Hawaii and the record will be kept 
open for that purpose. The statements, if you care to make them, 
should be sent to the Senate Committee in care of Mr. Barton. 

Are there any further questions? 

Mr. Kasnirwa. My deputy has a short question. 

Mr. SricerKAne. In 2452, section (g), page 6, there is a provision 
which states in part that those provisions—and we go down to the 
fifth line—of the act of March 18, 1959, providing for the admission 
of Hawaii to the Union are hereby superseded insofar as they are 
contrary to any provisions of this act. 

Now, do you have anything specific in mind by this statement ? 

Mr. Barron. It is 18(a)% It is section 27(b) under the Alaska 
Statehood Act. 

Mr. SuicerKAne. This has merely to do with extending of the juris- 
diction of the Federal Maritime Board. 

Mr. Barron. Yes. 

Mr. SuicerKane. This would mean that transportation between 
Hawaii and mainland ports would now be under the jurisdiction of 
the ICC or Federal Maritime Board ¢ 

Mr. Barton. There would be several conflicts possible. I think the 
ones named specifically are the only ones I can think of. Of course, 
the Interstate Commerce Act would apply automatically to the State 
of Hawaii if 18(a) was repealed. 

Mr. SuicerKANeE. Would it have any effect on section 15 which talks 
about the 2-year cutoff period ? 

Mr. Barton. Please read that section. 

Mr. SuicerKANE. Well, I might state that generally the provision 
there states that all Federal laws which include shipping acts under 
which the Federal Maritime Board exercises jurisdiction over inter- 
island carriage by water would now be succeeded by the Public Util- 
ities Commission of the State, and I am wondering whether this 
would have any effect upon that kind of jurisdiction by the State as 
compared with the Federal Maritime Board’s jurisdiction. 

Mr. Barron. This is just a curbstone opinion, but it seems to me 
that this section would merely pass over the jurisdiction that has 
been exercised already. 

Mr. SuicerKAnk. This is the only section where I can find a prob- 
lem. I am wondering whether the drafters of this bill had anything 
very specific in mind when they put in this provision because this 
provision does not appear in the companion measure S. 2451. 

Mr. Barron. Well, the two bills were drafted by different people. 
I didn’t draft either one of them. We might well consider that and 
see if there are any conflicts. Those two are the only possible ones I 
could think of that might be involved. 

Mr. Kasuiwa. Mr. Barton, I think the best way to handle that is 
by writing you declaring our views on that if that would be accept- 
able. It is a technicality. 
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Mr. Barron. Yes, sir. 

Mr. Kasuiwa. Thank you. 

Senator Barrierr. Does that conclude your statement ? 

Mr. Kasnuiwa. Yes. 

Senator Barrietr. Thank you very much. 

Representative Suwa, chairman of the house transportation com- 
mittee. 


STATEMENT OF JACK SUWA, CHAIRMAN, HOUSE TRANSPORTATION 
COMMITTEE 


Mr. Suwa. Mr. Chairman, Senator Bartlett, Senator Long, mem- 
bers of the committee, before proceeding with my testimony I would 
like to state on the record that the house committee on transportation 
under the attorney general believes that this should be a permissive 
bill, and that the area of the protection of local trucking outfits, or 
any amendment to that effect, would be appreciated. 

My testimony this after noon before the committee is that somewhat 
interests Senator Bartlett, he has just spoken about the interisland 
and ferry system. 

Before going to the ferry system, I would like to acquaint this com- 
mittee that the State has authorized an appropriation of $250,000 to 
the State planning office to conduct a survey and study to outline the 
economic potential for land use and transportation. It is a 2-year 
study. It includes existing data, studies, proposals, related to sea, 
land, and air transportation in the State. ‘To provide traffic projec- 
tion in terms of passengers and vehicles within each island among 
the islands, between the islands, the mainland, and the foreign ports, 
to establish present and 1980 requirements. To provide a transporta- 
tion plan, highways, air, airports, based on traffic projection, to pro- 
vide economic cosis, feasibility studies, on the transportation plan, 
and this general plan should be completed by January 1961, and defi- 
nite recommendations would be submitted to the general session of 
the legislature in February 1961. But 1961 seems ‘to me a long way 
off so at this time, at the present time, Hawaii gets only about $4 mil- 
lion a year in Federal money for its highways, ‘and this is on a match- 
ing fund basis. 

Under the Federal highway program, the Federal Government 
pays 90 percent of the cost of road construction, and Hawaii as well 
as Alaska has not received the benefit of this interstate and defense 
highway portion of this act. 

The recent highway bill passed by Congress, if I understand it cor- 
rectly, provides that the Secretary of Commerce is authorized and 
directed to make study of the needs of extension of the National Sys- 
tem of Interstate and Defense Highw: ays within the States of Alaska 
and Hawaii, and to report the results of such study to the Congress 
within 10 days subsequent to January 4, 1960. 

The report is to include ree ommendation as to the approximate 
routes and the mileage thereof which shall be included in such : ystem 
between those States. 

The U.S. Senate Public Works Committee has instructed the Bureau 
of Public Roads to submit before January 1, 1960, a proposal of mileage 
allotment to Hawaii and Alaska. Also the Public Works Committee's 
report on the highway bill stressed the importance of the new States 
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of Hawaii and Alaska to the national defense, and recommended that 
Hawaii and Alaska get more Federal assistance for their highways. 

The State of Hawaii is a unique series of islands. The economic 
welfare of the State of Hawaii requires an integrated transportation 
network which will be readily available for use. It is therefore im- 
possible to furnish an interstate network of highways and roads such 
as in the rest of the United States. The only alternative is a ferry 
system connecting the highways on the several islands. <A ferry sys- 
tem between the islands of the Hawaiian chain is a logical extension of 
the State highway system of the State of Hawaii. Therefore, I ask 
this committee to give careful consideration to including Hawaii and 
Alaska in the interstate and defense highway portion of the Federal 
highway program so that they will also receive an allotment of mileage 
as assigned to the other 48 States. 

You can imagine an imaginary road between Los Angeles and San 
Francisco and the islands of Hawaii. If this were a highway—I am 
sure if the ferry cost a million dollars, the State of Hawaii could put 
up half a million and the Federal Government the other half. 

Also the ferry system is a logical extension of the State of Hawaii 
highway system. I am sure that the house committee on transporta- 
tion will have material ready for you in the coming session, any mate- 
rials required by your committee. 

May I submit two studies made by the State regarding the State 
transportation system ? 

Senator Barrierr. Surely. 

Mr. Suwa. The title is “Interisland Ferry System,” dated June 
1959; the other is “Market for Interisland Surface Transportation Fa- 
cilities and Service.” 

Senator Barrierr. They will be accepted for the file. Does that 
complete your statement ? 

Mr. Suwa. Yes. 

Senator Bartrierr. Mr. Suwa, you are chairman of the house com- 
mittee on transportation ¢ 

Mr. Suwa. Yes, sir. 

Senator Barrterr. How many miles of roads are there in the State 
of Hawaii at this time, do you know ? 

Mr. Suwa. I have the records in my committee room, and if neces- 
sary I will forward it to the committee. 

Senator Bartrierr. You receive about $4 million from the Federal 
Government now. 

Mr. Suwa. That ison a matching fund basis. 

Senator Bartrierr. Do you know what the State appropriation for 
roads is? 

Mr. Suwa. I do not have that, but it is in the committee records. 

Senator Bartierr. Of course this committee will not have any 
authority as a committee in respect of the Interstate Highway System, 
but I imagine that you are aware that, at the last meeting of the Senate 
Public Works Committee, Senator Long appeared and Senator Fong 
appeared, and requested that the formula be altered so as to permit 
the inclusion of Hawaii. I happened to be there and made a similar 
request in respect to Alaska. Senator Gruening of Alaska is a mem- 
ber of the Senate Public Works Committee, and I thought that the 
atmosphere was most friendly and cordial, and the committee very 
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quickly added the section to which you have already referred, Repre- 
sentative Suway, directing the Bureau of Public Roads to make this 
study, and directing them to advise the committee what increases in 
existing interstate mileage would have to be made so as to permit 
Hawaii and Alaska to receive a proportionate share. 

Now, what kind of a ferry service do you envision ? 

Mr. Suwa. A ferry system whereby the average man can take a 
holiday trip to the other islands, for any transportation of equipment, 
or automobiles can be handled, so that the family can move, moving 
these cars to the other islands, so you can get off the ferry and drive 
off to any area, to improve the economy of the islands of Hawaii. 

Senator Bartietr. How big a ferry do you imagine would be 


required ¢ 
"ie. Suwa. Well, at the present time it is under study I am sure, but 
I rode a ferry in Seattle,Wash. 

Senator Bartietr. Do you have any tentative cost figures for a 
single ferry ? , 

Mr. Suwa. I do not have, but in the last committee hearing there 
was a presentation, and I am sure if you would care to have that 
presentation it might be helpful. 

Senator Bartuierr. It might be very helpful if you would send it 
on to Mr. Barton. 

Mr. Suwa. Yes, I will do so. 

Senator Bartierr. Do you contemplate sleeping accommodations 
on the ferry for overnight travel ? 

Mr. Suwa. Yes. 

Senator Bartietr. Is there any way to get from one Hawaiian 
island now except by air? 

Mr. Suwa. That is right. We have a barge, but it does not permit 
passengers. 

Senator Bartierr. They don’t carry passengers at all? 

Mr. Suwa. No. 

Senator Bartierr. Senator Long, do you have any questions? 

Senator Lona. In connection with the possibility of our meeting 
the need for transportation ferrywise between the islands and among 
the islands, I think there are fairly good grounds for the ferry idea 
being being brought under the interpretation of the Interstate High- 
way System. 

Now, under that system, according to a preliminary report, the for- 
mula will likely mean between $8 and $9 million a year for Hawaii. 
That is very tentative yet. That is what the committee is authorized 
and instructed to study. 

There is one phase of that, however, that was not brought out during 
the session of the 86th Congress, the 1st session, but has been dis- 
cussed since. That is the possibility—now, this may sound like a 
dream, but I think there is some basis for it—the possibility since we 
have been paying the tax, and have not shared in the distribution at all, 
of making it retroactive. 

You might be inclined to smile at that a little bit, but back in 1914 
when the first national highway bill was passed the two territories 
were not included, neither Alaska nor Hawaii. That became effec- 
tive in 1916. Hawaii, and I presume Alaska, but Hawaii anyway 
was brought under it by act of Congress in 1924. 
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Now, if you go to the record you will find that after Hawaii had 
been brought within the provisions of that National Highway Act. 
an appropriation of approximately $8 million was made as retro- 
active pay to Hawaii. That was approximately the amount that 
Hawaii would have received during that 8-year period. It was then 
very small in amount as compared to the funds involved now, and 
one study that I have seen, not yet public, but I think it is sufficiently 
authentic and official, that if you wish, Mr. Chairman, I could bring 
it tomorrow and put it into the record 

Senator Bartierr. I wish you would. 

Senator Lone. That if similar action were taken, Hawaii would 
be entitled, if that is the word, to somewhere between $34 and $40 
million for this period of recent years when we were not included 
under the Interstate Highway System. That is something for us to 
work on, and there is some basis for hope. 

I discussed that before I left Washington on three occasions with 
members of the committee. They are including that in their study, 
although it is unofficial, and seem to be quite sympathetic toward it. 

Thank you. 

Senator Bartietr. Does that conclude your statement ? 

Senator Lona. Yes. 

Senator Bartierr. Mr. Barton? 

Mr. Barton. No questions. 

Senator Bartierr. Mr. Hoff? 

Mr. Horr. Well, I was just thinking out loud, Mr. Chairman, about 
the two bills which you have introduced in connection with Alaska. 
This is just random thinking, but it would seem to me that the pro- 
posal you have, namely, to use Federal highway funds for a terminal 
and access roads to those terminals might possibly meet with greater 
acceptance than those funds actually being used to finance the ferry 
service, itself. 

It would seem to me from the testimony this morning there is 
going to be a little conflict here between the Federal Government or 
the State getting into the ferry business as opposed to the plans of 
Mr. Dillingham, and I understand some other people have had some 
plans, too, for that kind of system. 

I am just commenting and wondering if the chairman has any 
comment to make on that. 

Senator Bartietrr. The chairman has, and the chairman knows that 
he is going to have to go to the transcript and make some revisions 
because the chairman misstated himself very badly in outlining the 
two ferry bills. 

The first one introduced did not provide for 100-percent use of 
Federal aid to highway funds for ferries. On the other hand, it 
provided, because the operation is contemplated between principally 
British Columbia and southeastern Alaska ports, which is a foreign 
operation for construction of subsidy. This is a problem with ferries, 
the building of ferries at sufficiently low cost that operation will prove 
economical. That has been adversely reported upon by the Federal 
Maritime Board, although there is possibility that a revised bill might 
receive acquiescence. That bill would obviously not help Hawaii. 

In any case, as Mr. Hoff has suggested, it will meet with many 
difficulties. : 
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The second bill offers a greater opportunity. In connection with 
Senator Long’s statement, Alaska came under the Federal highway 
system only in 1956, and then by the way, a modified formula, and 
I think the estimates of the back money to which we are entitled, 
whether or not we ever receive it, range between $2 and $300 million. 
Of course, Alaska is large, and we also speak in large terms. 

Do you have any more questions, Mr. Hoff ? 

I am glad you mentioned that, though, because the bill was a con- 
struction subsidy bill rather than an outright grant, and in Alaska it 
was never planned that Federal aid highway moneys would be used 
for operation of ferries. Once the ferries are built it is the intention 
of the State to lease them or turn them over under any other suitable 
arrangement to a private company for operation. 

Do you have any plans here as to a method of operation, Repre- 
sentative Suwa / 

Mr. Suwa. Not as well, but as far as some of the studies 

Senator Barrierr. Your studies are still in process ¢ 

Mr. Suwa. Yes. 

Senator Lone. Mr. Chairman, the local civic leader who has given 
more study to this than anyone else is Mr. John Hulten, who has the 
whole problem of ferry service, and he will be glad to appear tomor- 
row to discuss it. 

Senator Barrierr. We will be glad to hear him, although if we 
could hear him today it would be better. Tomorrow will be a very 
busy day. 

Mr. Suwa. Thank you for letting me appear. 

Senator Bartierr. Thank you for appearing, Jack. 

The committee will stand in recess for 10 minutes. 

(There was a short recess taken.) 

Senator Barrierr. The cominittee will be in order. 

The witness will please identify himself and give the reporter the 
spelling of his name, both witnesses, aiid their mailing addresses, 


STATEMENT OF ROBERT GROSJEAN 





Mr. Grossean. Senator Bartlett, Senator Long, Mr. Barton, and 
Mr. Hoff, my name is Robert Grosjean; I am vice president of a 
trucking company which has been in existence in Hawaii for 50 
years. Iam also a member of the Hawaii Trucking Association. 

I would like to lead off by saying that as a businessman, and at the 
first Senate hearing of this type, we in the trucking industry are very, 
very impressed by the fairness and the thoroughness of this hearing. 
Notification to all of the truckers in the city seemed to be impossible. 
I don’t purport to represent all of the truckers. However, I have 
talked to several in the past few days to get their feelings on the im- 
port of these bills. I think that Richard and I are here mainly 

Senator Bartierr. Richard ? 





Mr. Grossnan. Richard Fukumoto—to gain information to dis- 
seminate back to the truckers, and to tell you some of the fears we have 
regarding a bill of this type. 

Our attorney general stated that he feared on behalf of the State 
that there could possibly be monopolistic tendencies as a result of a 
single bill of lading. I would like to enlarge on what he said just a 
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little bit by saying there are but two steamship companies serving 

Hawaii for the bulk of the freight which is both imported and ex- 
rted from the mainland United States. One of these companies 
as a major freight line on the mainland which covers the entire 

United States. They operate a steamship line which is the one that 

serves Hawaii, and further than that they have purchased a local 

trucking company. 

Consequently, the fear of the local truckers is that through the 
single bill of lading concept, and the solicitation that a copy of this 
type will have with the people who ship freight to Hawaii, and 
through the use of company A.A.A. rather than A.B.C., that the small 
truckers of whom there are upward of a hundred, we don’t have the 
latest figures, who have been in business, and many of whom, their 
major compensation is hauling freight to and from the Honolulu 
docks, it has been for years, are concerned with an arrangement of 
this kind. 

I would like to visualize from a practical standpoint a company who 
might get $10 a ton for the mainland line haul, $20 a ton for the water 
portion, and the rate here might conceivably be $2 a ton. It would 
seem to me that without regulation, and an amendment to either bill 
2451 or 2452, to allow the local trucking industry who we feel contrib- 
utes a great deal to the economy, and has rendered the people of 
Hawaii a great service, it would seem to me that the rates could be 
adjusted in such a manner as to eliminate these 100 or more truck- 
ing companies who have served Hawaii well in hauling freight to 
and from the piers. 

I was particularly concerned about Mr. Melius’ statement in pre- 
vious testimony that he felt as a freight forwarder when he used 
a trucking company here in Hawaii that possibly it was in violation, 
due to the fact that there has been nothing done here on behalf of 
the truckers or the public, such as was done in Alaska when they 
achieved statehood. I refer to bill S. 1509, where ICC was set up in 
Alaska, and each of the people at a certain date, I believe it was 
August of 1958, were given certificates so that they could, on behalf 
of a freight forwarder, or other single bill of lading carrier, so that 
they could legally carry the freight to its destination in Alaska. 
Those are the two main concerns, I believe, that the trucking people 
would like to bring out at this time, and while I am not an expert in 
the trucking business I would certainly open myself up to any ques- 
tions you might have to ask. 

That is about the end of my testimony. 

Senator Barrietr. Thank you. 

Now, S. 1509 was introduced by Senator Magnuson by request. It 
has been passed by the Senate. It was passed on July 6 last, and is 
before the House. If a similar bill were enacted for Hawaii that 
still wouldn’t remove your fear about the joint board conflict, as I 
take it? 

Mr. GrosvEAN. That is correct. 

Senator Barriterr. What do you call in Hawaii a small trucking 
concern ¢ 

Mr. Grossean. Well, we have trucking concerns here with two or 
three trucks, family concerns. We have always felt, at least I have, 
that there has been no need up to this time for regulation because the 
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trucking companies here, large and small, have done a good job. The 

rates are generally lower to the public than in any community on the 
mainland United States for a similar service, and we feel that up 
until recently the competition has regulated the trucking industry 
itself. 

Senator Bartterr. What is the name of your own particular com- 
pany ¢ 

Mr. GrossEan. Honolulu Construction & Draying Co. 

Senator Barrierr. Now, how many of the people—this may not be 
a fair question, but what I wanted to get at, was how many of the 
people on this island live in Honolulu and how many on other parts 
of the island, approximately ? 

Mr. GrosseAn. I can only estimate this. It is my recollection the 
population here is, including the military, upward of 400,000, and 
I would estimate that about 300, ,000 people live in and around Hono- 
lulu. 

Senator Bartierr. Then there is a considerable volume of freight 
transported by truck to other sections of the island ? 

Mr. Grossran. Percentagewise I wouldn’t be able to give you a 
figure, but I would guess that percentagewise 90 percent of it would 
rest in the city of Honolulu. 

Senator Barrietr. This chiefly, then, is a matter of local drayage? 

Mr. Grossean. Yes. 

Senator Bartterr. And of the 100 concerns which you mentioned, 
are - actically all of them on Oahu ? 

Mr. Grossran. Yes—no, the Hawaiian Trucking Association is 
comprised of members from all of the islands. However, I believe 
that there are only five or six companies represented from the outer 
islands in that association. 

Senator Barrierr. Outside of the representation are there many 
more companies engaged in business there, or do they all belong to 
the association ? 

Mr. Grossean. No, there are quite a few companies who do not be- 
long to the association. In fact, I believe there is another association. 

Senator Barrietr. You said there were two principal carriers of 
freight by water from the mainland. Would you care to name them? 

Mr. GrossEan. — the Matson Navigation Co. and the Hawaiian 
Marine Freightways 

Senator Bartierr. Is it Matson which has bought a local trucking 
concern ? 

Mr. Grossean. No, 

Senator Barriert. It is the other company ? 

Mr. GrossEan. Yes. 

Senator Barrierr. Would you make the same recommendation at 
the attorney general of Hawaii when he suggested the joint through 
rate proposal extend to the Honolulu pier, and not beyond that point ? 

Mr. Grossean. I am not entirely sure, Senator Bartlett, that that is 
the answer to this thing. Iasa businessman am very much in favor 
of the containerization concept and of the single bill of lading con- 
cept, and I am convinced that there are savings ‘for the community all 
of the way along the line. 

At the same time, it seems to me that some arrangement could be 
worked out so that the local truckers could participate on the single 
bill of lading. 
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Senator Bartierr. Do you believe the local truckers ought to have 
protection, such as that which would be afforded by conferring upon 
them grandfather rights? 

Mr. ( GrossEAN. Well, there, again, sir, I don’t know that that is the 
answer. I think that it would be beneficial to the truckers who were 
in business as of a certain date to acquire grandfather rights, but pos- 
sibly not for that reason. 

Senator Barrierr. Senator Long, do you have any questions? 

Senator Lone. I think not. We are all concerned about the place 
of small business, whether it is the Kansas farm or trucking in Hono- 
lulu. We are keenly interested in that. 

Senator Barrierr. Mr. Barton ? 

Mr. Barron. Mr. Grosjean, I believe you will find that section (b) 
of S. 2452 places division of joint rates under the joint board. If they 
are not fair and reasonable the joint board would be authorized to 
hold hearings and establish fair and reasonable divisions. 

I take it, however, that equitable divisions do not worry you as much 
as the superior solicitation facilities of the large carriers, Even if the 
shipper is allowed to pick out carriers A, B, and C, the small trucker 
in Hawaii would be at a disadvantage | in obt aining advertising on the 
mainland, and although he is financially able and ready to render the 
service no one would ever have heard of him. Isn’t that what you are 
concerned about ? 

Mr. Grossran. Yes. 

Senator Barrierr. Then it is not so much the joint concept as the 
commercial factor that might follow the making of the joint through 
rates ? 

Mr. Grossean. I think a method of regulation of the rate paid here 
locally would help create the situation. In other words, a company 
that controlled all three phases of this business could very well afford 
to lose money in Hawaii which could very well have the result of a 

rate here being so low that the other truce ‘kers who were willing to offer 
this service just couldn’t possibly compete. 

Mr. Barron. I think that the problem would hinge on a division 
of the rate that accrues to the trucker here rather than the quoted 
rate, as such. It seems to me that divisions would be taken care of 
by the jurisdiction of the board as provided in the bill. 

Mr. Grossean. That still, it seems to me, would not prevent this 
possible monopoly. 

Mr. Barton. That may be, but the problem would be one of equita- 
ble divisions rather than rates, would it not ? 

Mr. Grossean. Yes. 

Senator Bartierr. Well, do you have any suggestion as to how that 
might be handled, or I will put it this way: Would you be willing to 
think about it ? 

Mr. Grossean. I certainly will. I don’t have anything right at the 
moment. 

Senator Bartierr. If inspiration seizes upon you send those sug- 
gestions to Mr. Barton. 

Mr. Grossean. I surely will, sir. 

Senator Bartietrr. In care of the Committee on Interstate and 
Foreign Commerce. 

Mr. Hoff. 

Mr. Horr. I have a question I would like to put to the witness. 
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Did I understand you to say that in the present state of develop- 
ment of the State of Haw all that possibly three-fourths of the popu- 
lation is in the area right in and around Honolulu, just roughly ? 

Mr. Grossean. I think that would be true if you did not include 
the military. 

Mr. Horr. Now, secondly, I understood you to say—I may have this 

ercentage wrong—that wp to possible 80 or 90 percent of the incom- 
ing freight, i incoming cargo, comes to rest in Honolulu and is actually 
consumed in Honolulu; is that right ? 

Mr. GrossEANn. This is an estimate on my part as to what would 
come to rest, in Honolulu, through warehousing activities and through 
large distribution agencies who would funnel out this merchandise 
at a later time to the outlying areas. 

Mr. Horr. Well, that leads me, then, to the third part of the ques- 
tion I have in mind. I revert now to the statement that Mr. Melius 
made this morning, the colloquy that occurred on his statement. 
That statement had to do with the formula which the Interstate 
Commerce Commission has promulgated which exempts from ICC 
regulation and turns over to the State the regulation of those carriers 
who are performing in effect a drayage service within a metropolits in 
area and the commercial area immediately contiguous thereto. If 
that formula were followed in Honolulu, from your statements I 
would judge that the ICC following its presently outlined and well- 
defined procedures could exempt up to 80 or 90 percent of the volume 
that would be incoming from Federal regulation, which eee - 
— that the through Dill of lading would be Chie: ago, let us say, to 

San Francisco, to the dock in Honolulu, and from that point on ions 
carriers Who are serving Honolulu and the commercial area immedi- 
ately contiguous thereto would be merely under State regulation. 
There would be no through bill of lading, and all of the companies 
operating in this area would have a crack at that business. 

Would that necessarily follow, or would that be a correct state- 
ment ? 

Mr. Grossean. I would think that that would be one solution. 

Senator Bartierr. Well, let me pursue that to the extent of at least 
one question further. If that were done would we discover that any of 
these small true king concerns depended exclusively or almost exclu- 
sively for their livelihood upon carriage of goods from Honolulu to 
other mee on this island ? 

Mr. GrossEAn. Would you repeat that, please ? 

Senator Bartierr. I will try to. It was pretty long. 

Do any of the carriers serve only from Honolulu to any other com- 
munity on the island ? 

Mr. Grossean. I think most of the carriers carry their goods mainly 
in the Honolulu area, but— 

Senator Barrterr. With occasional side trips ? 

Mr. Grossean. With occasional side trips, that is right. 

Senator Barrierr. As far as you know, then, no carrier exclusively 
depends upon business from Honolulu to the smaller communities on 
the island ? 

Mr. Grosspan. I believe that there are companies who specialize, 
who possibly are domiciled out in some of the outer areas, such as 
Wahiawa, which make their living by coming into Honolulu and pick- 
ing up goods and taking them back to their customers out there. 








466 ALASKAN AND HAWAIIAN TRANSPORTATION 


Senator Barrietr. Perhaps before the record is closed we can ob- 
tain some factual data on that. 

Mr. Grossean. Further, I think there is another trucking company, 
rural truckers, who make their living by going around the island I 
believe daily, picking up in Honolulu and then making their deliveries 
islandwide. 

Senator Barrierr. And not depending upon local drayage at all? 

Mr. Grossean. That is right. 

Senator Bartrierr. Whatever the division of rates might be under 
the arrangement referred to by Mr. Barton in the bill 8. 2452, your 
fear is that perhaps only a few favored liens would be given the op- 
portunity to join in the through tariff arrangement ? 

Mr. GrossEan. That is correct. That is what I feel would happen. 
Possibly only two. 

Senator Bartierr. Senator Long, did you have anything further? 

Senator Lone. Will not the increased use of containers, which seems 
now to be coming in very rapidly over the Nation, tend to eliminate 
the small companies, also? They would have to change their equip- 
ment to an extent, would they not ? 

Mr. Grossean. I don’t think that is necessarily true, Senator. I 
think that most trucking companies that I know of are equipped or 
can revamp to the extent that they can haul these containers. Most 
trucking companies are pretty well convertible. Some of the con- 
tainers can be put right on a flatbed truck and most of these com- 
panies have trailers which can carry the other containers. 

Senator Lone. Thank you. That is encouraging. 

Senator Barrierr. If regulation were to be imposed upon you, 
either because you wanted it or even though you didn’t want it, would 
you prefer it to come from the State or the Federal Government ? 

Of course there are two ways to look at it, as I become more edu- 
cated in this, and my education is far from complete, [ can see that 
the regulation is frequently very, very helpful to the industry con- 
cerned, but I will not call upon you for an answer to that because 
it might be held against you sometime. 

Mr. Grossean. Thank you, Senator. 

Senator Bartierr. I will skip it. 

Mr. Barton ? 

Mr. Barton. No further questions, thank you. 

Senator Bartierr. Mr. Hoff? 

Mr. Horr. No questions. 

Senator Barrierr. Now, we have Richard Fukumoto. We are glad 
to have you here. 


STATEMENT OF RICHARD FUKUMOTO, MEMBER, HAWAIIAN 
TRUCKING ASSOCIATION 


Mr. Fuxrxtoro. Thank you, sir. 

Senator Bartlett, Senator Long, members of the committee, aloha. 

My name is Richard Fukumoto; my business address, 79 South 
King Street. I ama member of the Hawaiian Trucking Association. 
Presently we have a membership of 100 to 110 trucking companies, 
large and small. 

What we are concerned with is that most of us are solely dependent 
upon for our bread and butter dock hauling to and from consignees. 
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The majority of the members do not have any affiliation with steam- 
ship companies, overland carriers, or freight forwarders, and such, 
At present we are not regulated by any governmental agencies, such 
as the ICC, the PUC, or FMB. 

With the major shipping companies serving Hawaii to and from the 
mainland, and with their local trucking affiliates, we as an association 
fee] that it will be very detrimental to our business, maybe as far as 
to be frozen out, if a one-shot package deal bill of lading from point 
of origin to point of destination could be put into effect. 

As I understand, when Alaska was admitted to statehood, the ICC 
representative from Los Angeles was sent to establish an office 
and all truckers in business at that time were certificated, and I am 
referring to bill 1509. 

We certainly feel that some sort of agency should be established 
here to protect the truckers in Hawaii who solely depend for their 
living on dock hauling. 

Senator Bartierr. Does that conclude your statement ? 

Mr. Fuxumoro. Yes. 

Senator Barrierr. Mr. Hoff, do you have any questions? 

Mr. Horr. No. 

Mr. Barton. I have no further questions. 

Senator Bartierr. Senator Long? 

Senator Lone. The statement is very impressive, representing 110 
firms. 

I have no questions to ask. 

Senator Barriterr. We recevied in Alaska only one officer of the 
ICC. He was in the Los Angeles office, and now is more happy 
naturally located in Anchorage and does a first class job. S. 1509 
I should point out is not yet law. That has passed half of the con- 
gressional hurdle in that it was passed by the Senate and is now pend- 
ing in the House of Representatives. This act would give the Alaska 
truckers grandfather rights whether they wanted them or not, but 
they all seem to want them. 

Let me ask this question: Fears have been expressed, and I can see 
why, that this joint through rate arrangement might do in the 
smaller truckers because one company might have ownership of a 
trucking concern here, while having its predominant interest, of 
course, In a shipping line, or might have such a close connection with 
a trucking concern here that it would automatically almost or 
naturally enter into an arrangement with that particular trucking 
concern on a joint through rate. 

Why, and this is my question, what is to prevent such a shipping 
line, or lines, from entering into an arrangement of that character 
now whether or not there is a joint through rate ? 

Mr. GrossEANn. As a matter of fact, Senator, such an arrangement 
does exist. However, under the present arrangement where they do 
not have the single bill of lading concept directly to the consignee, 
the consignee elects to choose his carrier to go to the dock, pick up the 
van, and bring it to his place of business or to his warehouse and 
unload that van. 

We feel that the single bill of lading to ultimate destination is the 
tool that could be put in the hands of the steamship company-van line 
arrangement which through the fact that most of this business is sold 
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on the mainland f.o.b. dock Honolulu it gives them the weapon of 
being able to take this ultimately to the destination, and the man who 
is buyi ing this bill of lading on the other end couldn’t care less, really, 
about the little trucker on this end, or who carries it to the door. 

I think getting back to rates, when there is a $30 or $40 rate in- 
volved between steamship and mainland lines, and perhaps a $1 or 
$2 rate on this end, it doesn’t concern the customer who is buying the 
service to the door, on the m: uinland, as to who hauls it this little ways 
that we have to go here, but it is of great concern to these truc king 
companies whose families and whose employees are dependent on their 
business for a living, and the bulk of it is hauling from the dock to 
destination. 

Senator Bartterr. In Alaska all but a state of open war exists be- 
tween the truckers and the federally owned Alaska Railroad with the 
truckers alleging various grievances against the railroad, claiming 
that the railroad is seeking to put them out of business by exerting 
pressures upon shippers, by discriminatory practices against the 
truckers themselves. 

Is there any example of the shipping lines owning trucklines, or 
having an association with trucklines, a business association here in 
Hawaii, exerting pressure upon shippers to use the water carrier of 
the shipping lines’ preference ? 

Mr. GrossEAn. I couldn’t answer that, Senator; I don’t know. 

Senator Bart err. Any further questions? 

Mr. Barron. I would like to make one suggestion. I think leaving 
the choice of the delivering motor carrier in the hands of the con- 
signee, which is the present arrangement, rather than the originating 
carrier, would go far toward preventing unfair practices. 

Mr. Grossean. Yes,sir. Thank you. 

Senator Barrierr, Thank you very much, gentlemen. 

Mr. Hulten, please. Would you give your name, spell it, and your 

mailing : address for the recor d, please, sir. 


STATEMENT OF JOHN J. HULTEN 


Mr. Hutren. Yes, Senator Bartlett. The name is John J. Hulten, 
and the address is 239 Merchant Street, Honolulu. 

I would like to thank you, Senator, for giving me the privilege of 
speaking before your group this afternoon. 

Senator Barterr. The committee understands we are about to de- 
part the highways and take to the open seas. 

Mr. Howren. That is correct. My primary interest in this matter 
is as an economist, a land economist, that is the nature of my busi- 
ness, and I have been concerned for some while about the state of 
affairs here in the islands whereby 90 percent of our land is on other 
islands than on Oahu and yet 85 percent of our population is on the 
island of Oahu and practically all of our economy except the agri- 
cultural portion of it is on the island of Oahu, and at the present 
time we have between the islands surface transportation consisting 
of one cattle barge, seven freight barges, seven pineaple barges, and 
one fuel barge. 

We have a population of over 600,000 people. To me it is just a 
basic responsibility of Government to provide a means of communi- 
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cation between the land areas of its State, to the people of the State, 
so what I did was to gather a committee of people, competent people, 
maritime people, I have a list of the members here, I don’t know 
whether you want me to give them for the record or give you the list 
afterwards. 

Senator Barrierr. Well, submit it for the record later. 

Mr. Hutren. Yes, sir. And we studied this whole situation to de- 
termine the feasibility of a surface transportation system between the 
islands as a substitute for highway, reasoning that if we were a land 
mass there is no question we would have had roads long before this 
between Honolulu and Hilo and Honolulu and Lihue, and so forth. 

We merely stopped because we had a water barrier. Obviously 
what is needed from the standpoint of service is the type of vessel 
that will serve the maximum amount of people and freight in a mini- 
mum amount of time, and at a minimum of cost, so that plus certain 

physical characterisics of the area, that is the water, the currents, and 
a forth, brought us down to a type of system which would be a fast 
direct service between the islands of a large ocean-going type vessel. 
This vessel would be about 340 feet, and would be a fast, modern 
diesel boat. It would be a twin screw diesel, with about 20 to 23 knots. 
That would get us to Hilo on the Big Island in 9 hours. It would 
get us to the Kona coast in 7 hours; it would get us to Molokai in 
about an hour and a half, and 414 hours to Maui and Kauai. They 
would be all daytime runs, and we would eliminate the cost of a 
steward’s department. 

We would have a cafeteria on the ship which people could use to 
buy sandwiches aed hot lunches, and things of that nature. 

We felt with two of these ships we could go into immediate opera- 
tion and provide scheduled service between the islands that would 
be three times a week to Maui and Kauai, and daily service to the 
Big Island, three trips to Hilo and four to Kona. These ships would 
earry about 150 autos each, about 900 tons of freight, including re- 
frigerated cargo, and about 1,100 people. 

The costs of the ships would run around $5 million per vessel. 
There would be very little necessity to change our present ports. We 
could use the existing port facilities. The only thing is, if we wanted 
to have a stern drive on, we would have to make some adjustments 
to the present pier facilities, but we could operate with side port 
loading; in other words, cars would drive up to the side of the ship 
as she berthed, just the same as the parking garages have a conveyor, 
when the car got onto the ship, the conveyor belt would take it and 
put it right. into its place. 

We estimate the cars would be loaded and unloaded in about a 
minute and a half a ear. 

Now, this system in our opinion is the only feasible one. There 
has been some discussion here of another type of system, which is 
the so-called point-to-point system, which would not be a direct 
service between the islands, but you would, for instance, start from 
Honolulu and drive to the east end of Honolulu, and take a small 
ferry, and that would take you over to the island of Molokai. You 
would then drive across the island of Molokai and take another 
small ferry to the island of Maui. You would then drive across Maui 
and take another ferry, which would take you to the Big Island. 








470 ALASKAN AND HAWAIIAN TRANSPORTATION 


There has been some advocacy for that type of system thinking 
that it is more in line with a highway Do sxalgg adh for the service that 
is needed, in other words, we need direct service especially if we 
are going to serve farmers, and so forth, on the outside islands, and 
all of our farmers are being pushed off of Oahu now with urbaniza- 
tion, we supply less than half of our own agricultural products, we 
could supply much more if we had a guaranteed scheduled service. 
We would need direct service for that, and also in order to move a 
volume of people we would need a direct service. 

Then from the standpoint of practicability, the cost of building 
all of the extra piers for these little ferries, the type of waters we 
have here, we have some of the roughest waters in the Pacific, espe- 
cially the Molokai Channel, do not make for a feasible operation 
for this small end-on ferryboat, so I say from the standpoint of need, 
which is mass transportation, fast and direct, and from the stand- 
point of the physical characteristics, it is the opinion of the members 
of the committee, that this is the only feasible type of service to 
begin with. 

Now, after we have moved some of our economy to the neighbor 
islands there may well be generated a need for a small island-to-island 
service, but certainly that would not be the service to begin with 
that would do the most good for the community. 

To give you an indication, at the present time, of course, the econ- 
omy of the neighbor islands is being maintained by Oahu. We have 
to put up money from our taxes to run their county governments. 
They are raising about half in real property taxes in proportion to 
their total income as Oahu is. 

Now, by the opening up of this land, people could spend their 
weekends on the sana islands, and their vacations on the neigh- 
bor islands, and that would bring up the economy of those lands, 
so they would be self-sufficient, and it would be a saving to the tax- 
payers of Oahu. 

That, briefly, is a summary of the position we have taken, the 
studies we have made, and the conclusions we have come to. 

I might add one thing. The conclusions were supported by a very 
eminent naval scientist and architect who has recently come here, and 
he contacted me on his own. His name is Dr. G. W. Lehmann. He 

yas a consultant to the U.S. Navy after the war. 

I can submit this for the record afterwards, an article that ap- 
peared by him, and some of the work that he has done for the Gov- 
ernment. The Government has assured him, he has invented a new 
form of boom which is a very useful thing especially in times of 
emergency for military use, and the Government has assured him any 
shipping company that would install this type of boom on their ship 
could get Government financing for the installation of the boom. I 
just mention this to point out the qualifications of the gentleman. He 
says absolutely that this type of service that our committee has come 
to the conclusion is the one needed is the only feasible type. He, him- 
self, has made some sketches of the type of ship which conform almost 
identically to the kind I have mentioned, 340 foot ship, 900 tons of 
freight, and so forth. 

Senator Barrierr. Thank you, sir. 

Senator Long, do you have some questions ? 
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Senator Lona. Have there been suggestions as to how these two 
ships would be financed? You say they would cost approximately 
$5 million each. 

Mr. Huvren. Yes. Well, at the time, of course, I thought that it 
would be very logical to presume that the Federal Government would 
consider this as a part of highway service in Alaska, and I was very 
happy to see that Senator Bartlett had introduced several bills relat- 
ing to that very same subject, because it is such a logical extension or 
substitution for a highway. 

But between the time that Federal legislation could come about, 
I had prepared a bill for the State which would have set this up as a 
revenue bond type of financing whereby the State would have sold 
the revenue bonds necessary to finance the ships and the amortization 
and interest would then be included in the fares charged. In other 
words, it would be a self-liquidating type operation. 

Senator Lona. There are two possibilities that have been under 
consideration. 

Mr. Huuren. Yes. 

Senator Lone. Once built who would operate them ? 

Mr. Hutren. Once they were built they would be operated by the 
State, but the contract for the service is on the ships; in other words, 
the manning of the ships would be the same as is done on any of your 
shipping now; in other words, a contract would be made between the 
State and the unions concerned, the officers unions and the men’s 
unions of the ships. The cafeterias, cocktail lounges, things of that 
nature, would be fet out to private enterprise to operate on a bid basis. 
They would bid for the right to operate that facility, and the same 
with your longshore activities. It would be a contract with your long- 
shore organization such as Castle and Cook terminals, or the other 
group that is down here would have a contract to do that. _ 

Senator Lone. Couldn’t they be ame by an organized company 
now operating ships of another type 

Mr. Hutton. Well, I maintain that they could. However, I also— 
this just happens to be my philosophy—that this is not something that 
the people should have to wait until a private concern sees its way 
clear to go into this business, that the profit is sufficient to entice them. 
We have had the experience of having an interisland transportation 
system go from the ferry business into the airplane business because 
they felt that would be a better investment. In other words, in order 
to guarantee continuing service my belief is it should be operated by 
the State as a part of the highway system. 

I don’t know if you could get Federal aid if it was a private 
operation. 

Senator Lone. I have no further questions, Mr. Chairman. I think 
it would be of interest if Mr. Hulten observed on any run of the water- 
ways of the world the type of ship that you are using here, I have an 
impression it was in Denmark that you found what you wanted. 

Mr. Hutren. Yes, this particular ship, it is the most modern de- 
sign of a diesel ship. They are operating in Denmark in the Baltic 
Sea, and I also have—I didn’t bring it with me, but articles from the 
London Mirror, showing this new service going in in the channel, this 
identical type of ship that we have prop as the most suitable 
for operation here. 











472 ALASKAN AND HAWAIIAN TRANSPORTATION 


Senator Lone. I made a trip to one of those off Denmark 4 years 
ago. They are very wonderful, even in rough sea. 

Mr. Hutren. Is that right? In other words, the Black Ball Line 
in the State of Washington has just completed acquiring a ship just 
about the same as this, and that is a private firm up there, the Black 
Ball Line, and they are going to operate the ship about the same ca- 
pacity, carries the same amount of cars and people, as a private op- 
eration. 

Senator Barrierr. Mr. Barton ¢ 

Mr. Barron. Have you worked out the rate structure that you 
would apply to the use of the vessel by the public ? 

Mr. Huuren. I have a tentative rate structure. At the present time 
it costs $40 to take an automobile one way on a barge from here to the 
big island, the Island of Hawaii, and $35 one way to the other 
islands. The tentative se hedule that we have worked up would be $4 
for an automobile to Hawaii one way, and $6 a person one way. 

Mr. Barton. $6 for a person, $4 for an automobile ? 

Mr. Huuren. Yes. 

Mr. Barron. That difference puzzles me but go ahead. 

Mr. Hutren. The reason is we carry more people than automobiles. 
The State of Washington in their rate schedule has reversed it a little 
bit. Their automobiles is a little more than their passengers, but their 
total of $10 is comparable to the rates charged in Washington. 

Mr. Barron. Each person in the car would be $6 and if you wanted 
to ride on the boat without the automobile that would be $6? 

Mr. Huuren. Yes, and it would be less for the closer islands. 

Mr. Barron. You think that such charges would take care of all of 
the costs of operation ? 

Mr, Hvtren. This would take care of the operation of the ship, and 
the amortization of the bonds. We didn’t take freight into the pic- 
ture at this time at all because we didn’t know whether freight would 
be operated as part of the State operation, or whether we would have 
a space charter, the space facilities would be chartered out to someone 
else, and the expenses involved would be their problem. 

Mr. Barron. Would you take loaded trucks? 

Mr. Hutren. Yes, that is the beauty of this type of operation. The 
farmers on the outside islands could drive their trucks right on to 
this and then drive them off and right to market, so there ‘would be 
no in-between-handling trucks. 

Mr. Barron. What would you charge for a large truck from one 
island to another ? 

Mr. Hutren. That would have to be on a tonnage basis. We haven't 
worked out any figures. 

Mr. Barron, Thank you. 

Senator Barrierr. Mr. Hoff, do you have any questions ? 

Mr. Horr. No. 

Senator Barrierr. I have been glancing over these reports pre- 
viously supplied the committee by Representative Suwa. One was 
made by Joseph B. Ward & Associates, Seattle, in 1956, and this was 
a study, the foreword discloses for the Oahu Railway & Land Co., and 
a very hasty reading indicates that Joseph B. Ward & Associates held 
that the plan presented by Captain Richardson was not economically 
feasible. Isthat your understanding of the Ward report? 
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Mr. Hutren. Yes. 

Senator BartLerr. And that the Ward people thereupon proposed 
their own plan, which was an island hopping proposal; 1s that right 

Mr. Huvren. That is right. 

Senator Barrrerr. And then we have the report dated in March 
1957, prepared for the board of harbor commissioners by John Child 
& Co. What type of operation did that report propose ¢ 

Mr. Huwren. I believe it also proposed the possibility of an island 
by island oper ation. 

Senator Barriterr. How long is it since passenger service by sea has 
been available in Hawaii between and among the various islands / 

Mr. Hvutren. I believe it is around 1941, in through there. 

Senator Barrierr. Do you believe the State could operate these 
ferries at a break-even point / 

Mr. Hutren. Yes; 1 do. 

Senator Barrierr. And would that include amortization of the 
bonds ¢ 

Mr. Hutren. Including amortization; yes. 

Senator Barrierr. I was glancing at these reports while you and 
Mr. Barton were engaging in “collos juy, so perhaps I didn’t hear every- 
thing you had to say, but do you have a t able, a breakdown that is to 
say of Saad, which would be required and anticipated rev- 
enues, amortization, and all other details which would be essential to 
the furtherance of an operation of this kind ? 

Mr. Hutren. I have such a schedule, Senator. I don’t know 
whether I brought it with me, but, briefly, the basis on which I made 
my estimates were the operating costs of the vessel which, as I recall, 
were around $2,000 or $2,100 a day, plus the amortization of the bond 
issue, and I think I used a 434-percent interest rate. 

Senator Barrierr. What interest rate / 

Mr. Hutren. Four and three-quarters. I used two, one a 6-percent 
rate and one a 434-percent rate. 

Senator Barriterr. Would you mind submitting that schedule to 
be included with your testimony ? 

Mr. Hutten. Sure, I would be glad to. 

Senator Barrterr. When we were in Alaska Mr. Felix Toner, who 
has studied on behalf of the territorial and I believe the State govern- 
ment of Alaska, this very matter, presented a table during his testi- 
mony which was most helpful to the committee, and we will appreciate 
it if you can do likewise. 

Mr. Hutren. I will be very happy to. 

As I say, I have it all worked up but I didn’t bring the table with 
me. 

Senator Bartierr. Just send it to Mr. Barton. 

Thank you very much for telling us about this service which, of 
course, has, as we know, a high order of importance in the State. 
Thank you, sir. 

Mr. Houren. Thank you, sir. 

Senator Bartierr. The committee will stand in recess until tomor- 
row morning at 10 o’clock. 


(Whereupon at 4:50 p.m., the hearing was adjourned until Wednes- 
day, November 18, 1959, at 10 a.m.) 
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WEDNESDAY, NOVEMBER 18, 1959 


U.S. Senate CoMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Tolani Palace, Honolulu, Hawaii. 

The committee met at 10 a.m., Senator E. L. Bartlett presiding. 

Senator Bartrierr. The committee will be in order. Is Mr. Cooke 
here? Mr. Brian Cooke is scheduled as the next witness. Mr. Starr, 
then. 

Would you please give your full name and mailing address, sir, for 
the benefit of the Reporter. 


STATEMENT OF RUSSELL STARR, CASTLE & COOKE, INC., ON 
BEHALF OF MATSON NAVIGATION CO. 


Mr. Srarr. Thank you, Mr. Chairman. My name is Russell Starr. 
T am freight traffic manager for Castle & Cooke, Inc., who are freight 
agents for the Matson Navigation Co. Our offices are located at 130 
Merchant Street, Honolulu. 

I would like first, Mr. Chairman, if I may, to read into the record 
a statement by Mr. Randolph Sevier, pieaeat of the Matson Navi- 
gation Co. 

Senator Bartitetrr. You may do so, sir. 

Mr. Srarr. This is Mr. Sevier’s statement. It is a pleasure to 
appear at these hearings on behalf of Matson, to testify on proposed 
legislation to establish a joint agency to act upon through service 
and joint rates affecting domestic areas. Matson Navigation Co. 
endorses in principle the establishment of the proposed agency such 
as a Board composed of FMB, ICC, and CAB members, to act upon 
such matters which would include tariffs, establishing through routes, 
and setting forth joint rates. 

Matson is no stranger to the problem of having to deal with more 
than one Federal agency on these matters that presently fall within 
the jurisdiction of several but which may readily be dealt with by 
the proposed Joint Board. 

This problem is put into sharper focus by the fact that no existing 
agency will accept for filing rates that are applicable jointly between 
one carrier over which one agency has jurisdiction and another car- 
rier over which the same agency has no jurisdiction. 

Matson has not completed its study of the different bills drafted 
to provide for such a proposed Joint Board and will defer to a later 
time its specific comments on the details of these measures. 

Meanwhile we will give the question our closest attention. We 
appreciate the opportunity to appear before you and stand ready at 
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all times to appear again when the occasion merits. Thank you. 
That, Mr. Chairman, is the statement by Mr. Randolph Sevier, presi- 
dent of Matson Navigation Co., for which we are agents. 

Senator Barrierr. And, Mr. Starr, do you have an independent 
statement to add to that? 

Mr. Srarr. I would like if the chairman would permit, to take 
advantage of the rather liberal policy announced by you to comment 
on certain previous testimony that does not relate specifically to 
these measures but does concern the matter of freight rates and more 
specifically, the matter of public interest in these rates. 

Senator Barrietr. We will be glad to hear you with respect to 
that and all other matters. In respect of that, our policy is not only 
liberal, it might even be called fluid. 

Mr. Srarr. Thank you. Most of the testimony in the past 2 or 3 
days, Mr. Chairman, has been that of professional transportation peo- 
ple and I believe that the one exception to that was the appearance of 
Representative Loo and it is to his testimony that I would like prima- 
rily to address my comments. 

I don’t propose to take issue with Mr. Loo at all. On the contrary, 
I believe that as an elected representative, he is to be congratulated for 
speaking out in this matter which most definitely involves the public 
interest but in order to be fair to all concerned, Mr. Loo has injected 
into the record certain specific recommendations which have rather se- 
rious import to Matson and to any other carrier who is operating in 
this trade. 

I believe the chairman, himself, stated yesterday or the day before 
that there did appear to be quite a bit of public confusion in this area 
and I would like to touch on two points that in my opinion, at least, 
illustrate what the chairman said. 

The first is the procedure by which the Federal Maritime Board ap- 
proaches matters of rate determination. I believe the impression has 
been left by Mr. Loo’s testimony and perhaps by newspaper releases 
that the procedure is essentially a very simple one and I don’t believe 
I would oversimplify it if I said that the impression runs something 
like this: 

First, the carrier makes a determination as to its need for additional 
revenue which he expresses in terms of increased freight rates. He 
then files his application with the Maritime Board and if after a statu- 
tory period of 30 days, there is no objection, the requested rates auto- 
matically are approved. 

If that is an oversimplification, I am sorry, but I believe that is the 
essence of the record at thistime. I would like 

Mr. Barron. Pardon me, Mr. Starr, that is the coastal shipping you 
are talking about now ? 

Mr. Srarr. Yes. I would like to describe as briefly as I can what 
the actual proceeding is in these matters. First, the carrier does de- 
velop a very comprehensive brief pertaining to his need for additional 
revenue. It is documented in great detail, both as to his actual costs, 
his cost increases, his revenues, his actual and his projected tonnages, 
and all other data that the Board might consider essential to a de- 
termination of his case. 

That application is then submitted to the Maritime Board and the 
Board fe i it to its own Division of Regulation. I would like to read 
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a very short excerpt from a memo that describes the procedure from 
the time the Office of Regulation receives it from the Board. 

Senator Barrterr. Would you bear with one more interruption? 

Mr. Svarr. Yes, sir. 

Senator Barrierr. You are referring now to the Federal Maritime 
Board ¢ 

Mr. Srarr. I am speaking only of the Federal Maritime Board. 
I don’t believe any of my voluntary comment here will have to do 
with the ICC. It will all have to do with the Maritime Board. The 
domestic regulation branch and the transportation utilities accountant 
in the office of regulation—this is of the Maritime Board—analyzes 
Hawaiian trade tariffs and any supporting data submitted in con- 
nection with such tariffs. They prepare a staff memorandum which 
the Chief of Regulation Office submits to the Federal Maritime Board 
after obtaining the comments of other staff personnel. 

This memo 1s first reviewed by the Regulation Branch of the Office 
of General Counsel of the Board and is passed on by the Chief of the 
Litigation Division to the General Counsel’s office and by the General 
Counsel, himself, or his deputy. 

Thereafter the memo goes to the Federal Maritime Board through 
its secretary. The Chief of the Regulation Office and other staff 
members may ? ear before the Board to answer questions. The staff 
memo submitted by the Office of Regulation normally contains recom- 
mendations for Board action. The recommendation may be that 
the Board take no action to suspend or reject the tariff because the 
rates are found to be just and reasonable. 

On the other hand, the memo may recommend that a hearing be 
held and that the rates be suspended. The Board then determines 
the action to be taken and records, itself, in its minutes, its action 
must be taken on the basis of documented facts supporting the reason- 
ableness and the lawfulness of its decision. 

I believe that it is clear that the Maritime Board does have both 
a legal and a moral responsibility to consider the public interest in 
these matters. The test, of course, is whether it does, and to what 
extent it does. The record shows that since the end of the war, 
the Maritime Board has ordered hearings on three separate occasions 
involving applications for rate increases by Matson. There is pres- 
ently pending, as you know, another hearing recently ordered by 
the Board on an application made by Matson in August of this year. 

I don’t know the details of the Board’s reasons for ordering a 
hearing in this matter, but it is reasonable to assume that it was at 
least partly influenced by representations made by the State govern- 
ment of Hawaii and by certain interested community organizations 
in Honolulu and elsewhere in the State. 

The fact is that the hearing has been ordered and that Matson 
has publicly indicated a complete willingness to support its case at 
any time and at any place the Board may direct. 

I might add also that Matson, I suppose, like other carriers, is in 
a position of always being a year behind in recovering revenue to off- 
set its increased costs. We have to negotiate with many different 
unions, of course, and the price of oil and the cost of ship operation 
and stores is generally increasing all of the time. 

So in going to the Board for an increase, we have to look back 
usually a year, compute what those increased costs have been, and 
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then approach the Board for relief in terms of additional freight 
revenues. 

If we are already a year behind in recovering these costs that we 
have already incurred, it is obvious that any undue suspension of our 
permission to instigate these rates could have rather serious effect on 
our ability to continue to maintain the standard of service that the is- 
land trade is accustomed to. 

For example, in this case the Board did permit Matson to begin to 
apply the 1214-percent increase, subject, however, to a hearing and a 
fina] determination as to whether or not 121% percent or any part of it, 
was just and reasonable. 

Mr. Barton. You said the Board did allow it to go into effect? 

Mr. Srarr. Yes, the Board did permit the rates to become effec- 
tive on the date applied for, on September 14. If the Board had 
suspended those rates, it would have meant an additional wait of the 
statutory minimum, I believe it is, of 120 days, and perhaps longer. 

The history of these hearings as they affect Matson since the end 
of the war, is that when the rates have been suspended, the case in- 
evitably drags on for several months and in the meanwhile, the carrier 
is not permitted to recover his costs and can begin to recover only when 
the effective date of his increase is finally set. 

Now, just one other matter. Again it is a case of trying to clarify 
what I think is a mistaken impression at least in Honolulu and that 
is the real meaning of this 1214-percent increase. 

I am sure that there is a widely held impression that a 1214-percent 
increase in the cost of freight is tantamount to a 1214-percent increase 
in the cost of merchandise which, of course, is manifestly false, but 
again, it is one of those things which passes from mouth to mouth and 
I would like to state now what that difference is. 

The cost of a ton of general merchandise which is the name we give 
to the bulk of cargo that moves between the mainland and here, the 
cost of a ton of general merchandise before the rate increase was 
$22.90. 

The application was to increase that by 1214 percent, which would 
result in a rate of some $25, roughly, or an increase of something in 
excess of $2. Now, that $2 is $2 per ton, and when it is expressed 
in terms of a ton of shoes or a ton of peaches or a ton of anything else, 
it breaks down to a unit cost increase of something that in most cases, 
is almost incalculable. 

I would like to give just a few examples that were included in the 
full page advertisement by Matson about a month ago. A 1214-per- 
cent freight rate increase on a can of peaches amounts to an increase 
of two-thousandths of a cent a can. 

The freight increase on a pair of men’s shoes amounts to 2 cents per 
pair. The increase on a cooking range is $2.74. On an automobile 
tire, 12 cents, on a can of beer, one-thousandth of a cent, so that it 
should be clear that 1214-percent increase in freight rates is an en- 
tirely different thing from 1214-percent increase in the price, the re- 
tail price of merchandise. 

This also is another reason why as was discussed here the other 
day, it is an impossibility to refund to consumers at least any increase 
that they may now be paying for consumer goods that may ultimately 
be deemed by the Board to be in excess of what Matson is entitled to. 
I believe that concludes my comments, Mr. Chairman. 
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Senator Barrierr. Thank you, Mr. Starr. Senator Long. Mr. 
Barton ¢ 

Mr. Barton. Yes, thank you, Senator. Mr. Starr, how many in- 
creases has the Matson Navigation Co. asked for since World War IL? 

Mr. Starr. Do you want the amounts ? 

Mr. Barron. Just how many in number. You can put them in the 
record separately. Just tell me how many in number if you will, 
ras sir. 

Mr. Srarr. Nine. 

Mr. Barron. How many were granted ? 

Mr. Starr. They have all been granted, Mr. Barton. Six of them 
without suspension, two of them with suspension pending a hearing, 
and this most recent one was permitted subject to a hearing and the 
freight revenues that are now being collected are being held in escrow 
pending a fina] determination. 

Mr. Barton. Have you ever had to pay back charges collected and 
held in escrow ? 

Mr. Starr. This is the first time that has happened. 

Mr. Barron. On the whole, you have received pretty much what 
you asked for in the way of increases 

Mr. Starr. On the whole, yes. 

Mr. Barron. How much have increases raised the freight rate level 
since the end of World War II, what percentage ? 

Mr. Srarr. I don’t think I have it handy but it was testified to 
yesterday or the day before. 

Mr. Barron. 125 percent or something like that ? 

Mr. Starr. That figure sounds right. 

Mr. Barron. You state that the increase 1: 21% percent does not in- 
crease prices 1214 percent, but is your 1214 percent increase requested 
based on the going rates or on the rate structure for some years past? 

Mr. Srarr. It is pretty much a year-to-year review of the com- 
pany’s- 

Mr. Barron. I asked whether the increase that you are seeking is 
based on the rates now in effect or is it based on some rate situation 
of several years ago? 

Mr. Srarr. It is based on the current rate. 

Mr. Barton. So the 1214 percent, and the 10 percent, are cumula- 
tive, are they not ? 

Mr. Starr. If I understand you correctly, the 1244 percent is not 
a surcharge, it is incorporated into the new rate and a new rate re- 
sults. 

Mr. Barron. Mr. Starr, you commented as to increasing prices 
when the freight rates are increased 1214 percent. Do people stop at 
increasing their prices strictly in accordance with the rate increase or 
do such increases sometime amount to more than the freight rate 
increase 4 

Mr. Starr. Retailers have their own policies, of course. It is com- 
mon around town for merchants to automatically blame the increase 
in the cost of freight for increase in general prices. 

Mr. Barron. Is it not true that a general freight rate is highly 
inflationary because it pervades the entire economy ! 

Mr. Srarr. It pervades the entire economy, yes. The extent that 
it is inflationary, I couldn’t say. 
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Mr. Barton. So the 121% percent is more inflationary and has a 
greater effect than just the 2 cents on the pair of shoes and less than 
a cent on a can of peas. 

Mr. Srarr. On the total economy, yes. 

Mr. Barron. In the paper there was some comment about the agree- 
ment between Matson Navigation and the Oahu Railway being ter- 
minated. Could you tell us something about that agreement? 

Mr. Srarr. No, I can’t, Mr. Barton. Those negotiations are going 
on between the railroad and Matson, who are principals, and as agents 
we don’t participate in the negotiations. ; 

Mr. Barron. Are you familiar with the present arrangement? 

Mr. Starr. Oh, I know that there is an understanding regarding the 
use of the railroad terminal and pier facilities by Matson vessels. The 
details of it, I don’t know. 

Mr. Barron. Thank you, Mr. Starr. 

Senator Bartierr. Mr. Hoff. 

Mr. Horr. I am wondering if the witness would care to comment 
on the problem that has been bothering many of the witnesses, namely 
that you have two or three shipping companies in charge of freight 
from the mainland to the island and back. That, coupled with the 
possibility of the mainland originating carrier controlling the trans- 
portation facilities by which that cargo would move to point of des- 
tination. 

There has been the fear that this bill might tend to create a monop- 
oly through the combination of the illustration yesterday of carriers 
A, B, and C; A being the trucking company on the mainland side; B 
being the shipping company; and C being the carrier on this side. 

Would you care to comment on that problem? I know you have 
heard the testimony. Do you think this legislation would tend to 
create monopoly at this end of the haul? May I clarify the question 
just a little bit ? 

Mr. Starr. I think I understand the question. 

Mr. Horr. Do you think that the legislation before the committee, 
S. 2452 or S. 2451, would tend toward monopoly at this end of the line 
to any greater extent than the present situation ? 

Mr. Srarr. I would say that it could in the absence of regulation 
locally of the trucking industry. Mr. Dillingham’s response yesterday 
to that question was to concede that it could happen, but by reason 
of his being a common carrier and a public utility, it wouldn't. 

Mr. Horr. You think then that regulation of the trucking industry 
at his end of the line by either the Interstate Commerce Commission 
or the State would tend to reduce, rather than aggravate the tendency 
toward monopoly ? 

Mr. Srarr. It seems to me it would; yes. 

Mr. Horr. I wanted to ask you one more question, All carriers 
subject to regulation, of course, are plagued by the problem you have 
mentioned, namely that there is a lag, an inevitable lag between the 
time you incur increased cost and the time that you receive a rate 
adjustment to compensate for that. _ 

Now, one of your costs obviously is your labor cost. I want to ask 
this question for the record : How long do your contracts run, general- 
ly speaking? Are they fora year, 2 years? 

I am thinking now of how often would you have to come in for rate 
increases due to increased costs resulting from increased wage rates! 
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Mr. Starr. I believe the pattern in recent years has been to negoti- 
ate 2- or 3-year contracts as a whole, but with annual wage reopenings 
so that the answer to your question is that you have this problem every 


year. 
” Mr. Horr. That is all I have, Mr. Chairman. 

Senator Bartierr. Thank you, Mr. Hoff 

Mr. Starr, Representative Loo voiced criticism against the provision 
in both S. 2451 and S. 2452 fixing a termination date of 7 months for 
suspension of rates. Do you have an opinion on that subject ? 

Mr. Starr. Do I understand that if after the expiration of 7 months 
no action were taken, that the rates automatically would become effec- 
tive? 

Senator Bartterr. Representative Loo contended that there should 
be a longer period for the rate suspension to be effective or perhaps 
no termination date at all. Let me phrase my question in this way: 

Do you believe 7 months is a nated long period of time for 
the Federal Maritime Board and the interested parties to go complete- 
ly into the matter in a rate hearing and for the Board to reach an 
objective conclusion 2 

r. Srarr. I think it is, yes. I think 7 months is probably too long. 

Senator Barrierr. You said that Matson has requested and received 
how many rate increases since the end of World War IT? 

Mr. Starr. I said nine, Mr. Chairman, yes. 

Senator Bartierr. Now, were each of those requests allowed in full 
amount ¢ 

Mr. Starr. No. 

Senator Barriterr. Do you have any further information on that ? 

Mr. Starr. May I read from a memorandum on the subject ? 

Senator Bartuerr. Yes, please. 

Mr. Srarr. The first postwar Matson rate hearing occurred in con- 
nection with a 20 percent rate increase which went into effect March 
10, 1947. The U.S. Maritime Commission, predecessor of the present 
Federal Maritime Board, instituted the rate investigation on June 4, 
1947. 

The matter was not decided until August 25, 1948. I am sorry, that 
one does not indicate as to whether the entire 20 percent was allowed. 

May I go to the next one? The second Matson rate hearing was in 
connection with a 13.2 percent rate increase scheduled to become effec- 
tive January 26,1957. Due to the urgent necessity for increased reve- 
nue, the Board permited Matson to make an interim increase in freight 
rates effective February 11, 1957, generally amounting to 72 percent of 
the proposed 13.2 percent. Under the Intercoastal Shipping Act, the 
full 13.2 percent increase should have become effective May 26, 1957, 
4 months after the originally scheduled effective date. 

Matson and other carriers in the trade volunteered to postpone until 
July 15 the date that the full 13.2 percent rate increase went into 
effect. The Board’s decision in the second proceeding was not rendered 
until December 9, 1957. I believe in all cases the originally requested 
amount has been subsequently approved, finally approved. 

Senator Bartierr. In each case, the amount requested was ulti- 
mately allowed ? 

Mr. Srarr. Yes. 

Senator Bartierr. Was there no rate increase asked for from the 
late 1940’s until 1957 ? 





482 ALASKAN AND HAWAIIAN TRANSPORTATION 


Mr. Srarr. 1946, 20 percent; 1947, 10 percent; 1945, 10 percent ; 
1951, 10 percent ; 1952, 714 percent; 1953, 814 percent ; 1955, 6 percent ; 
1957, 13.2 percent ; and this most recent one. 

Senator Bartierr. The last rate increase was allowed in 1957? 

Mr. Srarr. Yes. 

Senator Bartterr. What percentage amount? 

Mr. Srarr. That was 13.2. 

Senator Barriert. I didn’t understand as to the first increase after 
the war in the amount of 20 percent. Was that allowed in full ulti- 
mately ? 

Mr. Srarr. I believe it was. The effective date was suspended but 
subsequent to a hearing, the full 20 percent was approved. 

Senator Bartierr. Now, were any hearings as far as you know, held 
on the motion of the Federal Maritime Board, itself, without inter- 
vention by the territorial government of Hawaii or other interested 
parties from Hawaii? 

Mr. Srarr. As far as I know, the present instance is the only one 
where—well, let me put it this way: In all cases the hearings have 
been instigated by the Board, itself, but the influences hat have influ- 
enced the Board to do that have been different to the extent that I 
believe this present one is the only one where the State government and 
local community organizations have actually intervened with the 
Board. 

Senator Barrierr. The first such intervention / 

Mr. Starr. The first that I recall. 

Senator Barrierr. And you are not quite sure whether the Board 
in the previous hearings acted on its own motion or in response to 
request from others ? 

Mr. Starr. No, I am positive about that. 

Senator Bartierr. We can discover that in any case. Where will 
the hearings be held in reference to the pending request ? 

Mr. Starr. As I understand it, the case now will be referred by 
the Board to an examiner of the Board who will conduct a preliminary 
hearing in Washington to try to delimit the scope of the hearing and 
then the examiner wil] recommend to the Board where to have the 
hearings. 

Senator Bartierr. Where to have the hearings? 

Mr. Srarr. Yes. 

Senator Barrierr. Now, have there been any pronounced additional 
costs to Matson in the last year by way of labor, fuel oil, or other items 
which enter into the cost of operating steamships in this trade? 

Mr. Starr. Yes, there have been substantial increases which are de- 
tailed in the application to the Maritime Board. I don’t have a copy 
of the application with me. 

Senator Bartierr. Can you tell the committee in any case what has 
occurred during the past year may not necessarily be responsible for 
the present rate increase because you are generally a year behind in 
making a request for rate increase when such is made ? 

Mr. Starr. Yes, the lag is a normal thing that is always with us. 
We are always behind ourselves. 

Senator Bartierr. Do you know how much higher the cost of living 
is in Honolulu than in Washington, D.C., Mr. Starr? 
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Mr. Srarr. No, I don’t. 

Senator Barrierr. It is subst antially higher, however, is it not 

Mr. Starr. By what index ? 

Senator Bartierr. One index is that the Federal Government has 
a cost of living allowance for its employees based on added costs over 
and above those prevailing in Washington, D.C., and it is my recol- 
lection that here a 20 percent allowance is gr: anted Federal employees. 
I am not sure of the percentage, but I think that is correct. 

Mr. Srarr. I can’t testify as to what that difference might be. I 
have heard it argued over the radio the other night that it perhaps 
might be less because in Hawaii we don’t have to buy fuel or heavy 
clothes. 

Senator Bartrierr. It might be, but I doubt whether it is. Now, 
Mr. Barton, I think, made a very important point here. This isn’t so 
much a question as a statement when he said that it doesn’t necessarily 
mean that when less than a cent is added to the cost of a can of beans 
by increased freight rates that that will be the only added cost to the 

Idinats consumer because we know that additions are made along the 
line before a consumer receives the can of beans. 

Do you know how much a haircut costs here / 

Mr. Srarr. Yes, sir, $1.75 in better barber shops. 

Senator Bartierr. In Alaska in some communities, it is now $2.50 
and those who need a haircut say they suppose this is due to the high 
cost of freight. Of course, that is just what it is due to. It is one of 
the ultimate factors in the cost of living, although it has no per- 
tinence at all with reference to the subject you are discussing here with 
respect to specifically the rate increase. 

If we keep going on as we have been in all elements of our national 
economy, the dollar is going to be in more trouble abroad than it is 
right now. It is in dire circumstances according to what we read. If 
these inflationary fires are fed constantly as they have been for so 
many years now, there is the dread prospect of a devaluation of our 
dollar, which will mean further inflation here in the United States 
and an erosion of the savings of all of the people. How is it going 
to be stopped? I don’t know and I suspect you don’t, but I think 
we will all have to combine in an effort to bring to a halt this decreas- 
ing worth of the American dollar which is reflected in so many ways 
today and most importantly, in the rising volume of our imports and 
the decreasing volume of our exports. This has caused people abroad 
to have less confidence in the American dollar which has tradition- 
ally been the standard for the currency of the world. This, Mr. Starr, 
has no reference to the present situation at all, but is a fact and every 
time wages go up or industry prices or rates go up, this process is ac- 
celer ated, I fear. 

Mr. Srarr. I might add, if I may, Senator, that Matson is most 
seriously cone ‘erned about this co instantly rising cost spiral in the area 
of freight rates and has done something about it. We now have in 
a shipyard in the Northwest one of our C3 freighters that is under- 
going total conversion to a full container ship. When completed in 
the early part of next year, that vessel will be able to transport up- 
wards of 300 8-feet by 8-feet by 24-feet containers. 
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They will have no cargo but container cargo. Additionally, the 
other freighters of the Matson fleet are equipped with deck facilities 
to transport the same size containers on deck and very substantial 
sums have been spent installing shoreside cranes for the handling of 
these great heavy things. 

We believe that containerization perhaps is the most hopeful solu- 
tion to this whole question of trying to hold the line on freight costs, 

Senator Bartierr. I am glad to hear that this is in prospect; any- 
thing that will hold the line will be helpful. Did you tell Mr. Hoff, 
Mr. ‘Starr, that you thought it possible that local truckers could be 
hurt if this joint through rate proposal were effectuated ? 

Mr. Srarr. It seems to me obvious, Mr. Chairman, the situation 
being one where we have an entirely unregulated situation where a 
trucker may charge anything he wants to for anybody for any service 
without any necessary relationship to the rates that other truckers 
charge for the services they perform, that the situation invites that 
sort of problem. 

Senator Barrierr. I want to say for the record that after the hear- 
ing yesterday, Senator Long told me at some length that before any 
language was placed in any bills that were to be “passed by the Con- 
gress w hich might result in the destruction of the small trucking in- 
dustry in Hawaii, that it would have to be done not only over his 
strenuous protest, and only after the last rampart he had erected 
against this had been demolished. 

“iT hank you, Mr. Starr. 

Mr. Srarr. The Senator isa determined man. 

Senator Bartierr. Senator Long. 

Senator Lona. In the hearing yesterday, Mr. Starr, a statement was 
submitted showing the increased freight rates, the topic to which you 
address yourself in relation to a sin gle company. 

As far as I know, Mr. Chairman, nothing has gone into the record 
yet ofa comparable nature pertaining to airfreight rates. Of course, 
the volume there is infinitely small and yet, it plays a very important 
part, but in principle, is it true that airfreight rates have increased on 
a comparable basis to the increase in service vessel rates ? 

Do you have information on that ? 

Mr. Srarr. No, I don’t, Senator Long, I can’t answer that question. 

Mr. Lone. Thank you. 

Mr. Srarr. One final matter of possible interest. Would the chair- 
man be interested in comparative rate per ton-mile costs between the 
west coast and Honolulu and Seattle and Nome where the distances 
are comparable? 

Senator Bartierr. The chairman would be greatly interested. I 
will not be surprised by any revelation which might be forthcoming. 
Are you going to furnish those for the record or right out here in 
public? 

Mr. Srarr. I will hand them to you for the record if you care to 
accept them, Mr. Chairman. 

Senator Bartierr. Yes. I think we have considerable interest in 
that. You might just quote one of those right now. 

Mr. Srarr. The distance from Honolulu to San Francisco is 2,091 

nautical miles; between Seattle and Nome, it is 2,288 nautical miles. 
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The rate on an automobile from San Francisco to Honolulu is $1.14 
er tone-mile, from Seattle to Nome, $1.28 per ton-mile. 

The rate on potatoes in bags is $1.23 from San Francisco to Hono- 
julu, and $1.74 from Seattle to Nome. Are those representatives 
enough, Mr. Chairman ? 

Senator Bartrierr. Yes. In defense of no one, I will add that a 
very substantial part of the cost of transporting any given amount 
of freight to Nome used to be as high as 50 percent in the lighterage 
rate from the oceangoing vessel w hich lies about 2 miles off of the 
city of Nome and all goods have to be transported by lighter from 
there on in. 

Senator Lone. Mr. Chairman, I don’t know on what basis barbers 
charge me when I go in for a haircut, but my experience has been 
that barbers in Honolulu today are a little lower than barbers in the 
three points on the mainland that I know best. I paid $2 for a haircut 
at Whittier, Calif. That was posted in all of the shops in the organi- 
zation including the better and I suppose the lesser ones and I had 
somewhat the same experience in other places. 

Senator Bartierr. Whittier, Alaska, is somewhat higher. 

Mr. Starr. Thank you, Mr. Chairman, for the opportunity to speak 
here. 

Mr. Horr. Could I take a comment coupled with a question, Mr. 
Chairman ? 

Senator Bartierr. Yes, Mr. Hoff. 

Mr. Horr. The witness has been talking about Matson’s plans to 
move cargo cheaper through containerization and I think that is 
one of the great developments that is going to bring cheaper trans- 
portation costs to all portions of the U nited States, including Hawaii. 
In my previous question, I was asking you about wage rates and I 
do not like to leave the impression that organized labor is entirely 
responsible for increased costs. I have been very much encouraged 
by the attitude on the mainland at least of the ILWU in regard to 
mechanization on the waterfront. In some industries on the main- 
land, mechanization has a great many problems as between manage- 
ment and labor. It is my impression that the ILWU and the other 
unions working the waterfront are cooperating completely with man- 
agement in an effort to move cargo faster and cheaper through 
mechanization as a matter of policy. The unions are doing that and 
I think that is a very encouraging sign, and I am coupling this with 
the question of whether the plans of Matson navigation in regard 
to containerization are moving in the direction of standardized con- 
tainers, containers that are useful and that can be handled not only 
on ships, but on trucks, flat cars, barges, whether there is that trend 
in your company, or in the Matson Co., toward standardization and 
interchangeability ? 

Mr. Srarr. Yes, very definitely, Mr. Hoff. The long-range plans 
which grew out of research on this subject recognized that the max- 
imum benefits of containerization would not be achieved until we 
could employ them over long distances and perhaps between joint 
carriers so that they are standardized to move on truck or rail flat- 
car as well as ocean vessel. 
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That is why we are interested in this specific legislation before 
the Commission, because those containers, we feel, will play an im- 
portant part in the commerce between the mainland and Hawaii, 
The joint through rate principle is certainly one that we are inter- 
ested in. 

Mr. Horr. Thank you. 

Senator Barrierr. Thank you, Mr. Starr, and on Mr. Hoff’s behalf, 
the chairman wants to say that he couldn’t ‘have left such an impres- 
sion because he didn’t create it originally. 

Senator Crossley? The committee welcomes you, Senator, and 
will be most happy to hear from you. 


STATEMENT OF RANDOLPH CROSSLEY, SENATOR, STATE OF 
HAWAII SENATE 


Mr. Crosstey. Thank you very much, Mr. Chairman. My name 
is Randolph Crossley. I am a State senator of the State of Hawaii, 
and also a businessman in this community. I would like to first say 
how delighted I am to be naling a U.S. Senator from Alaska, 
and to look into the familiar face of Oren Long as a U.S. Senator 
from Hawaii. This really gives us a great deal of pride and satis- 
faction. 

Senator Barrierr. Thank you, sir. 

Mr. Crosstey. I would not address myself to S. 2451 and S. 2452 
because these have not come before our committee. I am chairman 
of the committee on natural resources, utilities, and transportation, 
for the senate, and we did not get these until too late for any dis- 
cussion by the committee. I would have a personal observation on 
them, if I may, a little later. I would like to address myself first of 
all to a resolution, a House Concurrent Resolution 33, senate draft 1, 
which passed both houses and, if I may, I would submit the document 
and simply summarize it. 

This relates to the contribution toward the highway system by 
the Federal Government and what we would like very much to get 
into your record is how we in Hawaii consider this chain of islands 
and the highw ay system. 

We feel that the transportation system makes these islands integral 
one to the other and that while we are not locked by land, we are 
locked by a highway system, whether it be by air or by sea, and, 
therefore, we have asked that consideration be given in the allocation 
of funds to a highway system that would take in the entire length 
and breadth of these islands as part of that in working out the 
contributions. 

That is the first point to which I would like to speak and I would 
like to submit this concurrent resolution. 

Senator Barrierr. The resolution, Senator Crossley, will be ac- 
cepted and placed in the record. 
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(The document referred to is as follows :) 


MATSON NAVIGATION Co. 


Freight rate comparison on selected commodities, San Francisco/Honolulu* 
(2,091 nautical miles) versus Seattle/Nome, Alaska* (2,288 nautical miles) 

















To Hono- | Rate per Rate per 

Commodity lulu ton-mile | To Nome | ton-mile 

(in cents) (in cents) 
TIO. TION. oc oe dene coc acee nee te 3 $23. 91 1. 143 45 $29, 22 41,277 
eeenen QueGs.. Joss. ile BL BL Ie 3 25. 76 61.540 7 39. 80 1. 740 
i EE a int il er ws ns gulag igh Mersin apache 3 25. 76 1. 232 | 3 42. 80 1. 871 
Fertilizer, in sacks... ............. hides ite al ene 716.35 . 782 | 7 42.80 1. 871 
DE PEERS 2.022 chee ee cl hdaoreuecnwscencee 7 24. 58 1. 176 7 39. 80 1.740 
SE NINN in ae oh oc and cdl ounineluqugudeeatne 7 25. 76 1. 232 7 39. 80 1. 740 
I iat iatins nin abd Mas bcausbiniaabemiiamiadic 7 25.03 1. 197 | 7 39. 80 1. 740 
EE  ROUIININENET SES MINN cas psc arvicien scene munbenciomeoran sane 719.35 . 925 7 31. 60 | 1. 381 
ST URINE it Foc al nig ovina Wade wenn ae eees 8 36.00 9 826 8 44. 80 ® .940 
Cargo, not otherwise specified_................_..._.-- 3 25. 76 1. 232 | 3 42. 80 | 1. 871 
5. 603 


Refrigerator cargo, pamely: Fresh meats, in packages._-. 7 95. 60 4. 572 7 128. 20 





1 Rates effective Sept. 14, 1959. 

2 Does not include terminal charges at Seattle and Nome lighterage charges. 

3 Per 2,000 pounds or 40 cubic feet, whichever yields the greater amount of revenue. 

4 Chevrolet (4 door) 8-cylinder Bel-Air sedan (3,620 pounds—555 cubic feet) rate converted from $11.20 
per 100 pounds or $29.22 per 40 cubic feet. 

5 Per 40 cubic feet. 

6 $25.76 per 2,000 pounds at rate converted to weight basis on average of 50 cubic feet per 2,000 pounds. 

7 Per 2,000 pounds. 

8 Per 1,000 feet board measure. 

§ Per 1,000 feet board measure rate converted to tons on basis of 480 board feet per ton. 


Source: Matson Navigation Co. freight tariffs Nos. 1-N and 2-P, FMB—F Nos. 87 and 838, respectively. 
Alaska Steamship Co. freight tariff No. 797, FMB—F. No. 93. 


Freight rate comparison on selected commodities, San Francisco/Honolulu* 
(2,091 nautical miles) versus New York/San Juan, P.R., (1,399 nautical miles) 














To Rate per To Rate rer 

Commodity Honolulu | ton-mile San Juan ton-mile 

(in cents) (in cents) 

| 

meee, wmboet. . 6.138. gas 6 cccctg cal .5 te. 2 $23. 91 | 1, 143 3 $15, 20 1. 086 
Canned goods. .........-- oak bern gitehaneteaiehetdeate-saree 2 25. 76 1. 232 | 319.60 1. 401 
te Sah aa te eee en 2 25.76 1. 232 3 21. 60 1. 544 
ne, Ge NONNG.. 251. Je5cUcdd.cuccautonstchaaaceneen 416.35 . 782 413.00 . 929 
TIE RONNR  ois o1, 5 inns bus bdh dha dha cabo echoseekbed 4 24. 58 1. 176 417.00 1. 215 
Ppeneoes, 1 OGGRS . o.oo. cceccennnx vicidetie ines scataaaianl 4 25. 76 1. 232 4 20. 80 1. 487 
IN aaa he 4 25.03 1. 197 419.00 1. 358 
Cement, building, sacks._................___- Liddanuaene 419.35 . 925 414.40 1.029 
Lumber, softwood beet <b echt icdpeseh a ticdecmakae 5 36. 00 6 .826 5 30.77 61.056 
Cargo, not otherwise specified_.................-..-...- 2 25.76 1, 232 3 30.80 2. 202 
Refrigerator cargo, viz: fresh meats, in packages__.__--- 495. 60 4. 572 | 4 65. 60 4. 689 





! Rates effective September 14, 1959. 

? Per 2,000 pounds or 40 cubic feet, whichever yields the greater revenue. 

3 Per 40 cubic feet. 

4 Per 2,000 pounds. 

5 Per 1,000 feet board measure. 

® Per 1,000 feet board measure rate converted to tons on basis of 480 board feet per ton. 


Source: Matson Navigation Co. freight tariffs No. 1-N and 2-P, FMB—F. No. 87 and No. 88 respece 
ory. United States Atlantic & Gulf—Puerto Rico Conference outward freight tariff No. 7, FMB— 
’. No. 13. 


House CONCURRENT RESOLUTION 33 
(H.D.1; $.D.1) 


Whereas revenues realized from Federal fuel taxes are appropriated for 
Federal contributions and subsidies for highway systems in the United States; 
and 

Whereas appropriations for Federal contributions and subsidies for highway 
systems in the United States are distributed pursuant to the provisions of title 
23 of the United States Code; and 
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Whereas the ultimate purpose of the said title 23 is to promote intrastate and 
interstate commerce and national and civil defense; and 

Whereas Hawaii, as a Territory, was not included with the various States 
insofar as the provisions of the said title 23 relating to Federal contributions 
and subsidies for a National System of Interstate and Defense Highways were 
concerned, despite the fact that its people were subjected to the same Federal 
fuel taxes as were the people of the various States; and 

Whereas the Highway Appropriations Act recently passed by the 86th Con- 
gress of the United States provides in part that: 

“The Secretary of Commerce is authorized and directed to make a study of 
the need for extension of the National System of Interstate and Defense High- 
ways within the States of Alaska and Hawaii and report the results of such 
study to the Congress within 10 days subsequent to January 4, 1960”; and 

Whereas the establishment of a highway system connecting all of the com- 
munities within any State would promote intrastate and interstate commerce 
and national and civil defense; and 

Whereas there is no highway system connecting all of the communities within 
the State of Hawaii: and 

Whereas a highway system consisting of roads connecting all of the com- 
munities in the State of Hawaii is physically impossible because Hawaii ‘‘con- 
sists of the most beautiful fleet of islands that lie anchored in any ocean”; and 
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HovusE CONCURRENT RESOLUTION No. 33, H. Doc. 1, S. Doc. 1, Pace 2 


Whereas the Federal Government has considered bridges spanning bodies 
of water, tunnels running beneath bodies of water and the routes of ferries 
operating over bodies of water as parts of the highway systems of various con- 
tinental States pursuant to the provisions of the said title 23; and 

Whereas the most feasible method of establishing a highway system con- 
necting all of the communities within the State of Hawaii would involve the 
establishment of an interisland ferry system; and 

Whereas an interisland ferry system connecting the various islands com- 
prising the State of Hawaii would be a part of its highway system in the 
fullest and truest sense of the term: Now, therefore, be it 

Resolved by the House of Representatives of the First Legislature of the 
State of Hawaii, first special session of 1959, the Senate concurring, That the 
Commissioner of Public Roads of the United States, the Federal Highway 
Administrator of the United States, the Secretary of Commerce of the United 
States, the President of the United States, the Public Works Committee of the 
Senate of the United States, and the &6th Congress of the United States be 
respectfully requested to give favorable consideration to: 

1. Include the State of Hawaii with the other States insofar as the provisions 
of title 23 of the United States Code relating to a national system of inter- 
state and defense highways are concerned; 

2. Allow the State of Hawaii credit for Federal fuel taxes paid by its 
people during the period when Hawaii was a territory and was excluded from 
the provisions of the said title 23 relating to a national system of interstate 
and defense highways insofar as future Federal contributions to or subsidies 
for highways are concerned; and 

3. Include any interisland ferry system connecting the islands comprising 
the State of Hawaii as a part of its highway system insofar as the provisions 
of the said title 23 are concerned; and be it further 

Resolved, That duly authenticated copies of this concurrent resolution be for- 
warded to the Commissioner of Public Roads of the United States, the Federal 
Highway Administrator of the United States, the Secretary of Commerce of the 
United States, the President of the United States, the Public Works Committee of 
the Senate of the 86th Congress of the United States, U.S. Senator Hiram L. 
Fong, U.S. Senator Oren E. Long, U.S. Congressman Daniel K. Inouye, the 
President of the U.S. Senate and the Speaker of the U.S. House of Representa- 
tives, 


Mr. Crosstey. Thank you very much, Mr. Chairman. The second 
resolution deals with Senate Resolution No, 22, and deals with a com- 
mon fare plan. This is a rather short resolution. If I may, so that 
I can speak better to it, I would like to read it. 
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Senator Bartierr. We are glad to hear it. 
Mr. Crosstey (reading) : 


Whereas the tourist business is a major element in the fast growing economy 
of the State of Hawaii; and 

Whereas air transportation is a popular and ever-growing mode of travel to 
and from the State of Hawaii; and 

Whereas treating the several islands of the State of Hawaii as a single unit 
will best increase the total tourist business to the benefit of all the islands and 
air transportation to and between the islands ; and 

Whereas during the 10 years that have elapsed since the initial review of 
the common fare plan by the Civil Aeronautics Board, there has been a tre- 
mendous increase in neighbor island air traffic, commensurate with the economic 
growth of the islands; and 

Whereas the continent of Europe is favored by economy rates and other service 
advantages not enjoyed by tourists coming to these fair islands: Now, therefore, 
be it 

Resolved by the Senate of the First Legislature of the State of Hawaii, That 
this body by means of this resolution record with the Civil Aeronautics Board 
its sentiments in favor of a public hearing in Honolulu, Hawaii, for the purpose 
of reexamining and establishing a common fare plan, and/or economy rates and 
other service advantages for air travel between the west coast and all points in 
the Hawaiian Islands; and be it further 

Resolved, That duly certified copies of this resolution be transmitted to the 
chairman and members of the Civil Aeronautics Board, the President of the 
United States, the Secretary of State, the Secretary of Interior, the Secretary 
of Commerce, the Governor of Hawaii, Hawaii Senators Hiram L. Fong, and 
Oren E. Long and Hawaii Congressman Daniel K. Inouye. 


If I may, I would also like to present a copy of this to be included 
with the record. 

Senator Barrietrr. Yes. 

(The document referred to is as follows :) 


SENATE RESOLUTION No. 22 


Whereas the tourist business is a major element in the fast growing economy 
of the State of Hawaii; and 
Whereas air transportation is a popular and ever growing mode of travel to 
and from the State of Hawaii; and 
Whereas treating the several islands of the State of Hawaii as a single unit 
will best increase the total tourist business to the benefit of all the islands and 
air transportation to and between the islands; and 
Whereas, during the 10 years that have elapsed since the initial review of the 
common fare plan by the Civil Aeronautics Board, there has been a tremendous 
increase in neighbor island air traffic, commensurate with the economie growth 
of the islands; and 
Whereas the continent of Europe is favored by economy rates and other serv- 
ice advantages not enjoyed by tourists coming to these fair islands; Now, there- 
fore, be it 
Resolved by the Senate of the First Legislature of the State of Hawaii, That 
this body by means of this resolution record with the Civil Aeronautics Board 
its sentiments in favor of a public hearing in Honolulu, Hawaii, for the purpose 
of reexamining and establishing a common fare plan, and/or economy rates and 
other service advantages for air travel between the west coast and all points in 
the Hawaiian Islands; and be it further 
Resolved, That duly certified copies of this resolution be transmitted to the 
chairman and members of the Civil Aeronautics Board, the President of the 
United States, the Secretary of State, the Secretary of Interior, the Secretary 
of Commerce, the Governor of Hawaii, Hawaii Senators Hiram L. Fong and 
Oren E. Long and Hawaii Congressman Daniel K. Inouye. 
Offered by: 
RANDOLPH CROSSLEY, 
FRANCES M. CHING, 
Marquis F. CAaLMER, 








HONOLULU, Hawatl, October 1, 1959. 
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Mr. Crosstey. I would like to supplement this, Mr. Chairman, if I 
may, with a notation from the Honolulu Advertiser dated Wednes- 
day, November 18, this morning. 

“United Air Lines plans cut in San Diego fare.” 

Now, what this means in effect is that United Air Lines will re- 
duce its first-class air fares between San Diego and Honolulu by 5 
percent effective December 10. This means that they have made one 
more city a part of a common fare plan as far as the mainland is con- 
cerned. This is what we are asking they review as far as these islands 
are concerned. We know that the economic growth of the outside 
islands, the neighbor islands, is greatly dependent upon these areas 
becoming destination islands. 

We feel with a common-fare plan there will be a greater tendency 
of many of the airlines to set down first at our southernmost island 
and nearest to the mainland, the island of Hawaii, and the passengers 
disembarking there on a common fare on into Honolulu would then 
increase the traffic to that island, to the intervening islands, Maui, 
Molokai, and then on into Oahu. We feel that there is a problem in 
the handling of the Island of Kauai being beyond this central distri- 
bution point but with a common-fare plan that would allow at least 
one-way tariff to that island as part of the whole, it would benefit the 
economy of all of the islands and be of far greater service to the trav- 
eling public. 

Senator Bartiert. Does that conclude your statement, Senator ? 

Mr. Crosstey. That concludes the statement. 

Senator Barrierr. Thank you. Senator Long? 

Senator Lone. I am concerned, Senator, with the possible effect of 
that regulation on our two local carriers, our interisland carriers, 
Aloha and Hawaiian Airlines. Would it be negative in its effect on 
their business? I am all in favor of the common fare, but I just won- 
dered whether consideration had been given to that. 

Mr. Crosstry. Well, Senator Long, we would have to let the air- 
lines speak for themselves, but such testimony as we have before our 
committee was all in support of this plan by the local airlines. It was 
our feeling that they probably would be able to work out most ad- 
vantageously in sort of a shuttle service with the mainland carriers. 

Senator Lone. That answers it sufficiently and very satisfactorily. 
T just wanted to know that it had been discussed. 

Mr. Crosstry. It has been. 

Senator Lone. Thank you. 

Senator Bartiett. Senator Crossley, let me see if I get this com- 
mon-fare proposal correctly. The plane would leave San Francisco 
for Hawaii. Where would it land first ? 

Mr. Crosstey. Well, it could have many destination points. It 
could have either Hilo, Hawaii, or Honolulu on the island of Oahu. 
It could even have Kauai or Maui. They could then determine their 
own destination point. 

Senator Bartiert. But it does contemplate the possibility at least, 


1, 


hat the plane would leave San Francisco, go first to Hilo, discharge 
passengers, and then stop at the islands between Hawaii and Oahu 
and—— 

Mr. Crosstry. Not necessarily that it would stop at all of the 
intervening islands, but it would make a first stop at Hilo and then 
proceed on into Honolulu. 








——$$$ 
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Senator Bartierr. Well, what would the reaction of the passengers 
be to this?) The overhelming number of them are bound to Honolulu. 
Honolulu is the place they have heard of. Would they resent this 
added time? 

Mr. Crossitry. Well, that would be supposition, of course, but I 
think that you could draw a parallel on transportation across the 
United States. There are many people whose destination is Chicago 
or New York who take a direct flight. 

On the other hand, if you are going to Washington, D.C., many times 
there are very few carriers flying direct from the west coast areas di- 
rectly into Washington, D.C. You do have an intervening stop at 
Chicago, but I think the passengers would also be provided with direct 
flights into Honolulu and that that would be the major portion, but 
that flights with an intervening stop that would eventually get you 
to the island of Oahu and to Honolulu on a common fare would find 
great acceptance. 

Senator Barrierr. That would be at the option of the passengers. 

Mr. Crosstey. That would be at the option of the passengers. 

Senator Barrierr. That explains the point. Mr. Hoff, do you have 
any questions ? 

Mr. Horr. No, sir. 

Senator Barriterr. Mr. Barton ? 

Mr. Barton. No, sir; no questions. 

Senator Barrierr. Thank you very much, Senator Crossley. 

Mr. Crosstry. Now, may I just give a personal observation on the 
time limit, the question that was raised with Mr. Starr ? 

Senator Bartrierr. Certainly. 

Mr. Crosstey. I sat for a number of years as a member of the public 
utilities commission and have some background at least in the time 
factors relative to public hearings. I simply wanted to state as a 
personal observation that I thought that 6 to 7 months is certainly 
an adequate time for a hearing involving rate changes with a mainland 
carrier. Thank you very much. 

Senator Barrterr. We appreciate your cross examination on that 
point, Senator. Senator Long has some material to place in the record. 

Senator Lone. Mr. Chairman, in connection with the question raised 
yesterday as to the dollar value of our goods imported and also the esti- 
mated freight charges, the chamber of commerce has submitted a re- 
port signed by Leonard Withington, manger, trade department, and 
I should like to submit that for the record. 

It shows the imports in 1958 were valued at $426 million. The ocean 
and air freight for the above goods totaled $40,600,000. That is taken 
very largely from the 1959 midyear report, department of business re- 
search, Bank of Hawaii. 

Senator Bartietr. The letter will be included in the record and the 
Bank of Hawaii report will be placed in the file. 

(The document referred to is as follows:) 

(CHAMBER OF COMMERCE OF HONOLULY. 
Honolulu, Hawaii, November 17, i959. 
Hon. OREN E. LONG, 


UWS. Senator fron Hawaii, 
Honolulu, Hawaii. 

DEAR SENATOR LONG: You requested us to provide you with some estimates of 
the total annual value of imports to Hawaii from the continental United States, 
also the estimated freight costs involved. 
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The business research department of the Bank of Hawaii annually publishes 
a midyear report, including a balance of payment statement for the State of 
Hawaii. According to the most recent report : 


Million 

During the calendar year 1958, Hawaii purchased from mainland goods 
iat sciinindRansicinnnsinn uutibnnundindidiniileiimamiiitids $426. 0 
Ocean and air freight for the above goods totaled______________________ *40.6 


+The figure published in the report is $43 million, but this also included freight pay- 
ments on imports from foreign areas. 


It should be noted that rail or truck transportation costs are not included in 
the above figure, which is approximately 9 percent of the value of the goods. 
We hope that this information will be helpful to you. 
Very truly yours, 
LEONARD WITHINGTON, 
Manager, Trade Department. 


Senator Lone. Mr. Chairman, another letter which was sent to me 
under date of October 26, 1959, from Mr. Tim Ho, superintendent of 
public works, the State Highway Department of Hawaii, contains in- 
formation of interest. I wish to read a single paragraph and then 
will turn that over to the clerk. 

Yesterday, I referred to the fact that during the first 8 years of the 
National Federal Aid Road Act, Hawaii did not participate. [ will 
read this paragraph, and then what happened following 8 years and 
then a lapse of 5 years because I think it gives us a precedent on which 
we can base a hope for considerable financial support for our roads 
and even a ferry system if that should be included in the National 
Highway Act, a real basis for expecting something. 

This paragraph: 

The provisions of the Federal Aid Road Act approved June 11, 1916 (39 Stat. 
355), were extended to Hawaii by an act of Congress (43 Stat. 17) approved 
March 10, 1924, and Hawaii received its initial Federal-aid highway allocation 
of $365,625 for the 1925 fiscal year. The Congress by an act approved February 
23, 1931 (46 Stat. 1415), appropriated $880,000 for Federal-aid highways in 
Hawaii which was the amount Hawaii would have received from 1917 to 1925 
if we had been included in the original act. 


Now, this brief paragraph: 


We would have received approximately $47,985,483 in Federal-aid for inter- 
state highway had Hawaii been included in the interstate and defense high- 
way program. 


Which, I believe, became effective in 1954 or 1952, and a table is at- 
tached here showing the distribution of that amount which would 
have been ours had we been included under the act originally. Thank 
rou. 

Senator Bartuarr. Senator Long, the committee will be glad to ac- 
cept the letter and the attached report and they both will be printed 
in the record. 

(The document referred to is as follows :) 

HAWAII STaTeE HiGHWAY DEPARTMENT, 
Honolulu, Hawaii, October 26, 1959. 
Hon. Oren E. Lone, 


U.S. Senator, 
Honolulu, Hawaii. 

DeaR SENATOR LONG: I regret that a previous commitment on Maui prevented 
me from accompanying you and Mr. Stewart Fern to Waipahu last Wednesday. 
We do appreciate your endeavors toward securing participation for Hawaii 
in the interstate highway program and we are optimistic that we will soon 
receive recognition of our critical highway needs. 
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Mr. Lepine advised me of your interest in attempting to obtain retroactive 
consideration in this matter and that he would furnish you with references to 
the precedent set under the original Federal aid highway program as well as 
an estimate of the amount Hawaii would have received if we had been in- 
cluded in prior apportionments for interstate highways. 

The provisions of the Federal Aid Road Act approved June 11, 1916 (39 Stat. 
355), were extended to Hawaii by an act of Congress (43 Stat. 17) approved 
March 10, 1924, and Hawaii received its initial Federal-aid highway allocation 
of $365,625 for the 1925 fiscal year. The Congress by an act approved February 
23, 19381 (46 Stat. 1415) appropriated $880,000 for Federal-aid highways in 
Hawaii which was the amount Hawaii would have received from 1917 to 1925 
if we had been included in the original act. 

We would have received approximately $47,985,483 in Federal aid for inter- 
state highway had Hawaii been included in the interstate and defense highway 
program. 

The attached tabulation shows the derivation of the above amount and the 
increased emphasis on interstate highways resulting from passage of the 1956 act. 

The 1956 act also increased the Federal automotive user taxes, including 
gasoline which went from 2 to 3 cents per gallon, The 1959 act increased the 
Federal tax on gasoline another cent making it 4 cents per gallon. 

Please do not hesitate to call upon us if we can be of any further service. 

Respectfully yours, 


Tim Ho, Superintendent of Public Works. 


Interstate highway apportionments to Hawaii—lIf Hawaii had been included in 
the Interstate System 




















Apportionments 
Federal Aid Highway Act of OR a. tel 
| Fiseal year | 
ending Amount Basis 
June 30 
OS ae sen Nee bh es oat ok pane ae 1954 $121, 000 | () 
1955 122, 000 | @) 
Ti Raa tk Te a nei ete nee eRe dean ds 1956 1, 074, 000 (2) 
1957 1, 077, 343 (2) 
ESR IT AY, WLR) OE SRE isaac Me Me Ae Ae ed ae 
a Na a a 1957 6, 250, 000 | (3) 
1958 | 10,625, 000 (8) 
| 1959 | 12, 437, 500 (3) 
MI kites 5 ices coe aN aah tai aoe sdmeaacsaiadaaee eee 1959 | 1, 250, 000 (3) 
1960 8, 756, 000 (3) 
ORE ee eee as a a Sa 1961 | 6, 272, 640 (3) 
Neo cick cs cceaGsee cde cccedsccccssgasaseteieces passcinn'ssinieedelnie CORRE IONET 
Muted. 3. is ks 


siskalitectgshamluctdzaned Jaeeecnenna---| 47,985, 473 | 


1 Apportioned on formula basis 44 in proportion to area, 14 in proportion to population and % in propor- 
tion to postal road mileage providing that no State receive less than 44 of 1 percent. Hawaii would have 
yosves the minimum as did the District of Columbia, Delaware, New Hampshire, Rhode Island, and 

/ermont, 

2 One-half apportioned on formula basis given in note 1 and 4% on population basis with a minimum of 
% of 1 percent on this half. Hawaii would have received the minimum as did the District of Columbia, 
Delaware, New Hampshire, Rhode Island, and Vermont 

3 Apportioned in the ratio which the estimated cost of completing the Interstate System in the State to 
the total cost of completing the Interstate System in all States. Hawaii apportionment would depend 
on the cost of completing its interstate highways. Since there were none the apportionment cannot be 
computed but it would be at least equal to that of Delaware which received the lowest amount ($8,756,000 
for fiscal year 1960 and $6,272,640 for fiscal year 1961). 


Senator Bartierr. Mr. Cooke, please. We welcome you, Mr. Cooke. 

Mr. Cookr. Thank you. 

Senator Barriterr. You may be here in the capacity of cleanup 
man. 

Mr. Cooke. That is a pleasure. I shall try to complete in time for 
lunch. I have a prepared statement which is a brief one and in view 
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of the fact that I had no opportunity to place it in your hands before 
now, I think I would like to read it, if I may. 
Senator Barriterr. We would be glad to hear you. 


STATEMENT OF BRIAN COOKE, VICE PRESIDENT—FINANCE, 
HAWAIIAN AIRLINES, LTD. 


Mr. Cooxe. Before stating the position of Hawaiian Airlines with 
respect to the proposed legislation and certain other matters concern- 
ing transportation between Hawaii and the mainland, I wish to de- 
scribe briefly the common carrier transportation services provided by 
Hawaiian Airlines. 

Hawaiian Airlines has provided a scheduled interisland passenger 
and property air service since November 11, 1929. Carriage of airmail 
under special contract with U.S. Post Office Department began in 1934, 
As one of the “grandfather” carriers under the Civil Aeronautics Act 
of 1938, Hawaiian was granted a permanent certificate of public con- 
venience and necessity by the Civil Aeronautics Board in 1938 to op- 
erate Route No. AM 33—scheduled passenger, mail, and property serv- 
ice between all commercial airports within the State of Hawaii. 
Hawaiian presently operates this interisland air service with a fleet of 
seven Convair-340/440 passenger aircraft, four Douglas DC-8 passen- 
ger aircraft, and two Douglas DC-3 all-cargo aircraft. 

Hawaiian Airlines is presently an applicant before the Civil Aero- 
nautics Board in docket 7723, transpacific route case, a case which was 
instituted by the CAB to investigate the need for additional scheduled 
air service in the Pacific Ocean area. Hawaiian has applied for a 
certificate for carriage of passengers, property, and mail on a sched- 
uled basis between Hawaii and California, between California and 
Hawaii and points in the South Pacific as far west as Australia, and 
between California and Hawaii and points in the Orient. 

With respect to the proposed legislation, Hawaiian Airlines favors 
adoption of a permissive bill, such as Senate bill 2452, or its House of 
Representatives equivalent, but modified to provide that the Joint 
Board would have jurisdiction over joint through passenger fares, as 
well as property rates. 

There is currently no legal vehicle by which an air carrier can estab- 
lish joint through fares with a common carrier under FMB jurisdic- 
tion, except by the combination of the respective local fares of each 
carrier. Hawaiian Airlines believes that it would be in the interest of 
the traveling public, as well as the carriers involved, if a joint through 
fare could be established with respect to passenger transportation be- 
tween points on the west coast of the continental United States and 
any island within the State of Hawaii, covering a combination of sur- 
face travel from the continental United States to Honolulu, Hawaii, 
and air travel between Honolulu, Hawaii, and any other island in the 
State of Hawaii. The benefits that would flow to the public, the State 
of Hawaii, and the carriers involved are of significant magnitude. 

Hawaiian Airlines has historically supported establishment of such 
joint through fares with respect to air transportation between the 
west coast and the United States and any point in the State of Hawaii. 
The strong support the citizens of Hawaii to such a fare structure 
has already been voiced through concurrent resolution passed by both 
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houses of the 30th Legislature of the Territory of Hawaii in April, 
1959. 

Because of the importance of this question of joint through fares 

between the west coast and each island within the State of Hawaii, 
Hawaiian Airlines wishes to place before this committee information 
which it has developed to demonstrate the advantages of such a fare 
structure, both with respect to a combination of sea and air service, 
as well as service via air exclusively. This information has been sum- 
marized in a brief study which we wish at this time to place before 
the committee for its consideration, and, Mr. Chairman, I refer to a 
study which sets forth what we have found to be the advantages that 
flow to the State of Hawaii, to the carriers involved, to the Federal 
taxpayer through the potential reduction in Federal subsidy paid to 
the interisland carriers through adoption of a common fare or a joint 
through passenger fare which will bring more tourists to the neighbor 
islands than are presently going to the neighbor islands. 

Senator Barrierr. Do you have before you, Mr. Cooke, a table in 
this connection ? 

Mr. Cooke. Yes, this is part of the study, and I would like, if I may, 
to take a few moments to merely summarize the key advantages of the 
common fare. 

Senator Bartierr. That may be filed and the document, itself, will 
be made a part of your remarks in the printed record. 

Mr. Cooxe. Thank you. 

(The document referred to is as follows :) 


SUMMARY StTuDY OF BENEFITS TO FEDERAL TAXPAYER, TRAVELING PUBLIC, ECONOMY 
OF THE STATE OF HAWAII, AND THE INTERISLAND AIR CARRIERS To BE DERIVED 
FRoM THE ESTABLISHMENT OF COMMON OR JOINT THROUGH FARES BETWEEN 
POINTS ON THE WEST COAST OF CONTINENTAL UNITED STATES AND EACH ISLAND 
OF THE STATE OF HAWAII 


EXPLANATION OF PRESENT FARE STRUCTURE APPLICABLE TO TRANSPORTATION BETWEEN 
THE WEST COAST AND EACH ISLAND OF HAWAII 


The following table sets forth the existing air routings and fares applicable 


to transportation between points on the west coast and each island of the State 
of Hawaii: 


l-way air fare, all 


| gateways on west coast | Applicable Total air fare from 














Routing from any gateway on west to Honolulu, Hawaii | interisland origin to destination 
coast to airport and island C 1-way air 
| fare (single 2. - 
Ist class | Tourist service) 
; Service | service | Ist class Tourist 
Honolulu, Oahu______- . Pee $178 $133 | ) $178. 00 $133. 00 
Lihue, Kauai_- 7 178 | 133 | $11. 20 189. 20 144. 20 
Hoolehua, Molokai__- ie del 178 133 | 8.00 186.00 | 141. 00 
Lanai City, Lanai____- ‘ 178 133 | 9. 40 187. 40 142. 40 
Kahului, Maui_-____- cai ‘ 178 | 133 11. 20 189. 20 144. 20 
Hana, Maui 178 133 13. 60 191. 60 146. 60 
Upolu Point, Hawaii ; 178 133 | 14. 20 192. 20 147. 20 
Kamuela, Hawaii... ____-- Si 178 133 15. 40 193. 40 148. 40 
Kona, Hawaii ae . 178 133 15. 40 193. 40 148. 40 





EEA Covieec a ndeedwane capeccos | 178 | 133 | 17. 60 195. 60 150. 60 
' ' 
1 Not available. 


The fares for sea/air travel between west coast gateways and the neighbor 
islands are constructed in the same manner as above, a combination of the 
respective local fares of each carrier involved. 

51709—-61 33 
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It is significant to note that under the existing fare structure, a common fare 
exists between each gateway on the west coast and Honolulu, in spite of substan- 
tial differences in the mileages involved. Thus, the principle of the common fare 
has already been applied to the major segment of Hawaii/west coast transpor- 
tation. The remaining inequity would be eliminated if a common fare were es- 
tablished between any gateway on the west coast of the United States and any 
island within the State of Hawaii. 


BENEFIT TO THE STATE OF HAWAII 


In spite of improvement in recent years in the general economy of the State of 
Hawaii as a whole, the economy of the islands other than the Island of Oahu 
has seen no progress over the past 10 years. There has, in fact, been a decline in 
population on the neighbor islands (see appendix A) and a lag in the per capita 
income of neighbor island residents as against residents of Oahu (see appendix 
B). This serious problem is well summarized in appendix B, an article pub- 
lished recently in the Honolulu Advertiser, discussing the economic plight of the 
neighbor islands. 

Opportunities for establishment of additional industry on the neighbor islands 
are seriously limited because of shipping costs, ete. ‘The one strongest prospect 
for improvement in the economy of the neighbor islands is the tourist industry. 
No single step could be taken at this time that would have a greater stimulating 
effect on neighbor island tourist industry development than establishment of 
a common fare between west coast points and each island in Hawaii. A high 
percentage of mainland visitors limit their Hawaii visit to the Island of Oahu 
because of their reluctance to spend the additional amount necessary to fly toa 
neighbor island. If the common fare were instituted, not only would the low 
load factors of neighbor island hotels be improved, but also new hotel construc- 
tion would be an immediate result. 


BENEFIT TO THE TRAVELING PUBLIC 


The common fare would also be of great benefit to the neighbor island resi- 
dents. As indicated in appendix B, residents of neighbor islands, because of their 
lower per capita income, are less able to bear the cost of air transportation be- 
tween their island and the United States than are Oahu residents. Yet, solely 
because of the absence of direct nonstop transportation between neighbor islands 
and the west coast of Hawaii, neighbor island residents are required to pay 
a higher fare in order to travel to the continental United States. Establishment 
of the common fare would thus enable neighbor island residents to make trips to 
the continental United States at lower cost than at present, resulting in the 
generation of additional business for the carriers involved. 


BENEFIT TO THE FEDERAL TAXPAYER AND INTERLAND AIR CARRIERS 


Appendix C sets forth the basic problem which has caused the two interisland 
carriers to suffer operating losses over the past 10 years and has made them 
both dependent on Federal subsidy payments aggregating $3,295,000. As this 
table shows, the interisland air carriers have realized an annual rate of growth 
in their business of 3 to 9 percent in the past 10 years, while mainland carriers 
have enjoyed an annual growth rate ranging between 15 and 30 percent. 

Two factors have caused this lag in growth for interisland carriers. One is the 
declining population on the neighbor islands of the State of Hawaii. As a result, 
there has been no growth in island resident travel (see appendix F). It will be 
noted from this table that the total resident passengers traveling in the years 
1952 and 1953 were 427,000 and 431,000, respectively, while in 1957 430,000 were 
earried. In 1958, because of a severe depression in the neighbor islands’ econ- 
omies caused by a 5-month sugar strike, interisland resident travel dropped to 
388,000. Although there has since been some improvement, there is no indication 
that resident travel between the islands will materially increase over the next 
several years. The forecasts have island economists predict a continuing de- 
cline in neighbor island civilian population. 

The second factor causing the slow rate of growth of interisland travel is the 
absence of surface transportation carriers from whom traffic can be diverted. 
A large part of the growth in mainland air travel has come from diversion of 
passengers from the automobile, rail, and bus. Since the two interisland air 
earriers provide the only means of travel between the islands by passengers, 
there is no surface means of travel from which to draw additional business. 
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Because of this lack of growth in the interisland travel market, both carriers 
have relied on Federal subsidy payments over the past 10 years—payments which 
have aggregated from the year 1949 to 1958 $3,295,000. And, as is clearly evi- 
dent on appendix D, these payments have been far from adequate, since neither 
earrier has realized a profit from operations, even after subsidy payments. 
Thus, any step that can be taken that would have the effect of increasing the 
commercial revenues of the two carriers will be very much in the interest of 
the carriers and the Federal taxpayer, through reduction of the subsidy require- 
ments. 

It is essential that any increases in commercial revenues be derived by means 
other than increases in air fares. The level of air fares within Hawaii is al- 
ready near the point of diminishing returns. As shown on appendix BH, the fares 
of the interisland carriers have been increased several times in the past 5 years. 
Currently, the average fare per passenger mile charged by interisland airlines 
is 8.56 cents. This compares with an average for local service carriers in the 
continental United States of 6.88 cents. Considering the fact that interisland 
residents have no alternative but to travel by air, every possible step must be 
taken to gain commercial revenue increases from sources other than passenger 
fare increases. 


POTENTIAL INCREASES IN REVENUES OBTAINABLE THROUGH COMMON FARES 


Appendix G carries a calculation of the potential total dollars of additional 
passenger revenue that could be netted by the two interisland carriers if the 
common fare were adopted. This calculation shows that the maximum po- 
tential gain annually in commercial revenues is $1,621,000, if we assume that by 
establishing the common fare all mainland visitors will fly to the neighbor 
islands. Needless to say, it would be unrealistic to comtemplate this result, but 
the assumption shows it indicates the magnitude of the gain that will flow from 
adoption of the common fare. It certainly can be expected that a high per- 
centage of the mainland visitors to Hawaii who now visit only Oahu would take 
advantage of the common fare and make a neighbor island trip during their 
stay in Hawaii. 

The total passenger revenues of the two carrier combined is annually $8,600,- 
000. Their annual passenger load factors are approximately 55 percent. Thus, 
the common fare affords the two carriers the prospect of a substantial increase 
in passenger revenues, much of which can be accommodated within their present 
operating capacity. 


APPENDIX A. HAWAIIAN AIRLINES, LTD. 


Civilian population by county—State of Hawaii 








‘Total neighbor islands 


Counties 1930 1940 1950 1955 1956 1957 1958 1959 
ee -| 35,942 | 35,818 | 29,905 | 29, 731 28,737 | 28,835 | 27,948 27, 972 
Honolulu--- , .-| 186, 596 | 229, 434 | 331,829 | 375,866 | 386,694 | 416,112 | 443,542 | 466, 402 
ET ceased tidaledaedseak 56,144 | 55,979 | 48,519 | 46,651 45,262 | 44,087 | 43, 571 43, 540 
MIP IND 6 a t085 5.405 ~spessass~ 73,325 | 73,276 | 68,350 | 64,630 | 62,666 | 62,503 |) 60,710 59, 996 

Total_- 352, 007 | 394, 507 | 478,603 | 516,878 | 523,359 | 551,537 | 575,771 597, 910 
} 


165,411 | 165,073 | 146,774 | 141,012 | 136,665 | 135,425 | 132, 229 | 131, 508 
| | 


1 Includes Niihau. 
2 Includes Molokai and Lanai. 


Nore.—Civilian population (includes military dependents but excludes military personnel). 
Source: U.S. Census (1930, 1940, 1950); State Department of Health (as of July 1, 1955-59). 


APPENDIx B. HAWAIIAN AIRLINES, LIMITED 


[Copy of article published in Honolulu Advertiser in November 1958 re economy 
of neighbor islands] 


ONE Bie HEALTHY FAMILY? 
(By Roy E. Brown, Director, Tax Foundation of Hawaii) 


Residents of the city and county of Honolulu are well aware of the consider- 
able growth in the territorial economy during recent years. Population har 
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increased considerably; job opportunities are relatively high; total personal 
income has risen to over $1 billion, and other economic indicators seem to sub- 
stantiate the assumption that the territory is enjoying a high level of pros- 
perity. Yet, too often, the plight of our neighbor islands is overlooked. 

While various statistics indicate that the territory presently is enjoying a 
high economy, a closer look shows that this high prosperity is limited to the 
island of Oahu. The economy of the three neighboring countries in recent years 
has been moving backward. 

A study of population trends show that while the territorial population in- 
creased by nearly 85,000 or 17 percent in the past 10 years, this was due to a 
97,000 or 28 percent increase in Oahu’s population. The total population of 
the other three counties dropped by over 12,000—Maui 11 percent, Hawaii 9 
percent and Kauai 4 percent. 

As measured by per capita personal income, the people on the neighboring 
islands collectively are not as well off as residents of Oahu. The latest county 
data compiled by the United States Commerce Department is for 1950 when the 
per capita income of the territory as a whole was 1,403. Oahu’s per capita 
income for that year was $1,534—9 percent higher than the territorial average, 
but for the neighbor counties it was from one-fourth to one-third lower than 
for Oahu—Maui $1,131, Hawaii $1,031, and Kauai $1,142. There is little reason 
to believe that this relative position has changed greatly since 1950. The Bank 
of Hawaii has estimated that Oahu’s per capita income in 1956 was $1,947, or 
9 percent higher than the $1,787 average for the territory. 

Although the ability of neighbor islands to support government as measured 
by per capita income is lower thun that of Oahu, the relative burden is higher. 
Per capita county government expenditures for calendar 1957 amounted to $68 
for Oahu, as compared to $111 for Maui, $100 for Hawaii and $97 for Kauai. 
County tax revenues, which include collections from the taxes on real property, 
fuel, vehicle weight, and utilities franchise, a share of the general excise tax, 
and various licenses and permits, amounted to about $65 for Honolulu. In 
comparison, the per capita county tax receipts for Maui were $96, for Hawaii 
$80, and for Kauai $95. 

Territorial labor department statistics for the past 3-year period, ending 
October 1958, shows that while Oahu’s labor force increased by over 6 percent. 
there was a decline of over 8 percent on Maui, nearly 6 percent on Hawaii, and 
almost 14 percent on Kauai. The same relative situation exists in the number 
of employed, with Oahu showing a gain of 7% percent, while the other three 
counties showed declines ranging from about 4% percent to 13% percent. While 
employment in the territory is presently at a high level, unemployment as a 
percentage of labor force in the other islands was higher than for Oahu during 
the past month—2.9 percent on Oahu as compared to 4.7 percent on Maui, 3.4 
percent on Hawaii and 3.7 percent on Kauai. 

The decline in population and economic opportunity in the neighbor islands 
is partly due to fewer employees in the sugar and pineapple industries, which 
continue to be their most important economic base. With the decline of em- 
ployment in these industries, there is a lesser need for other businesses and 
professional services. Thus, with the loss of job opportunities in these basic 
industries, there results a loss in other job opportunities, which in turn results 
in an outmigration of the younger people. This constant draining away of the 
young, energetic and usually better-trained population will, in time, create 
serious difficulties on the neighbor islands. 

It is hoped that the 1959 session of the legislature will devote considerable 
attention to ways and means of improving the economic condition of the neigh- 
bor islands. In these islands, local citizens have taken a long hard look at 
their own problems and in some instances have taken some action toward seek- 
ing means to improve their economic position. At the same time, however, 
Maui, Hawaii or Kauai’s problems are the concern of all of the people in the 
territory. It cannot be expected that because there is economic growth in 
one portion of the territory that all of the territory is one healthy, prosperous 
community. 

The neighbor counties’ economic difficulties cannot be answered by temporary 
loans or grants by the territory to the county governments. The need is for 
the further development of their economic base. It is only by providing the 
necessary opportunities that will result in population and economic growth 
that the long-range solution can be found. 
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APPENDIX G. HAWAIIAN AIRLINES, LTD. 
Potential increase in 1960 interisland passengers and passenger revenue through 
establishment of common air fares between west coast and each island in 
the State of Hawaii 


1. Hawaii Visitors Bureau estimate of total westbound mainland 


Vientore: te Hawaii in’ 1906.22 2 i ke Be 218, 000 
2. Percent of westbound mainland visitors to Hawaii who presently 
intend to visit neighbor islands (based on 1958 HVB survey *)-~-- 61.9 


1 Survey results summarized in table 15 of “HVB Annual Research Report on Visitors to 
Hawaii—1958 Data” indicates that 61.9 percent of the westbound visitors to Hawaii in 
1958 planned to visit other islands than Oahu, compared to 64.7 percent in 1957. 


8. Number of 1960 westbound mainland visitors to Hawaii who will 

not visit neighbor islands (assuming above percentage prevails) 

SIS. COOKER, DOCS cind neh ewioniede hasan aie 83, 058 
4. Potential number of additional one-way interisland revenue passen- 

ger trips to be performed and dollars of additional passenger 

revenue to be grossed in 1960 by interisland airlines if common 

fare instituted—83,058 round-trip passengers $25.20 (average 

roun-6rip) DasNeN ges: L850) 6. snes dsceene sl dnindndamhatih ame $2, 093, 000 
5. Potential loss in revenue by interisland carriers through absorption 

of their share of the reduction in total west coast-neighbor island 

fares which result from application of west coast-Hawaii com- 

mon fare to all interisland ‘“‘Westbound Visitor’ travel—218,000 

round trip passengers X $25.20 8.6 percent *___._______________- $472, 000 


2$12.60 (HAL average one-way fare) _ 
$145.60 ($133.00 X12.60) =O.S percent 


6. Potential dollars of additional passenger revenue to be netted from 
adoption of common fare, after adjustment for reduction in 
revenue yield per passenger (5 above) —-------..._--__-___--___ $1, 621, 000 


Mr. Cooker. I would like first to explain the present fare structure 
that apples for transportation between the west coast and each island 
of Hawaii. The air fare between Honolulu and any of the gateways 
on the west coast for first class service is $178. The tourist class serv- 
ice between any gateway, whether Seattle, Portland, San Francisco, 
or Los Angeles, is $133. 

Thus, transportation from any of these gateways through to islands 
other than Oahu, requires the payment of the additional one-way air 
fare charged by the interisland carrier. 

As a result, transportation from a west coast gateway to Hilo, 
Hawaii, is $195.60 first class fare as compared to $178 from any west 
coast gateway to Honolulu, yet the distance between the west coast 
points and Hilo is actually 100 miles less than the distance to Honolulu. 

Thus, the only reason that a higher fare exists to Hilo as compared 
to Honolulu is the circuitous routing that is required because aircraft 
do not now run on a direct nonstop service to Hilo from the mainland. 
The same applies to other points in the islands for transportation from 
the west coast gateways. It is significant that as Mr. Crossley pointed 
out, there are common fares existent between all of the west coast 
gateways and Honolulu and yet in the reverse between points in the 
islands and the west coast, the fares are variable and higher for a 
neighbor island resident than they are for someone leaving from Hon- 
olulu. The benefit to the State of Hawaii is very evident from the 
benefit that would result in increased tourists for the neighbor islands 
as a result of the common fare. 

Very briefly in 1949 the Civil Aeronautics Board permitted the com- 
mon fare to be in effect and a very substantial increase in the number 
of tourists going to the neighbor islands resulted since they were able 
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to do so at no increase in fare. I think we all know that the general 
economy of the State of Hawaii, although it has risen strongly in the 
last several years, has not been representative of the islands as a whole, 
The neighbor islands’ economies have not seen that increase and as a 
result, there is a real need to find a means to strengthen neighbor is- 
land economies and the one area that I think all economists have ree- 
ognized will lead to that is increase in the tourist industry of the 
neighbor islands. 

There is no single step that could today be taken that would more 
effectively do that than to establish the common fare. There are pres- 
ently 37 percent of the mainland visitors who come from the mainland 
to Hawaii who remain in Honolulu on the island of Oahu and if they 
were afforded the opportunity to make a trip to the neighbor islands 
at no additional fare, very clearly a great percentage of them would 
make that trip. 

It is clear there is a benefit to the neighbor island resident in reduc- 
ing the cost of his ticket to the west coast from what it presently is, 
the higher cost being no fault of his, but merely because there is no 
direct air service to his island. 

We have made an estimate of the additional revenue that would 
be potential increase in interisland air carrier revenues to come about 
from the common fare. If all of the tourists who now stay on Oahu 
rather than go out to the neighbor islands were to make an interisland 
trip, the potential additional commercial revenue for the interisland 
carriers would be $1,600,000 a year. 

Obviously, it is overoptimistic to expect that entire amount to result, 
but clearly a high percentage would be derived by the interisland car- 
riers through the additional revenues that would flow to them from this 
increase in business. Their current load factors on their flights aver- 
age approximately 55 percent so there is clearly room for accommoda- 
tion of the additional business without having to add additional air: 
craft mileage in direct ratio. 

The effect of this additional commercial revenue to the interisland 
carriers would enable them to operate with less Federal subsidy than 
they are presently requiring and it would offer them promise of earn- 
ings which have been absent from both carriers’ profit and loss state- 
ments for approximately 10 years. Another important consideration, 
a reason why the common fares should be thoroughly studied as a pos- 
sible answer to this problem is that interisland air fares currently are 
substantially higher than fares for comparable distances on the main- 
Jand. 

The interisland passenger pays 8.56 cents per passenger-mile trav- 
eled while in the local service industry on the mainland, the average 
is 6.88 cents, so improvement in the economics of interisland air trans- 

ortation should come from devices other than increases in existing air 
Rides. 

We feel that the common fare is the most logical answer to that. 
That completes my statement. 

Senator Bartietr. Thank you, Mr. Cooke. Senator Long, do you 
have any questions? 

Senator Lona. I didn’t get that figure, Mr. Cooke, the difference be- 
tween interisland fares on a distance basis and the mainland. Would 
you repeat that ? 
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Mr. Cooke. Yes. The fares that are charged by the interisland air- 
lines average 8.56 cents per mile flown. The local service carriers on 
the mainland who operate over comparable distances charge their pas- 
sengers an average of 6.88 cents per mile traveled. 

Senator Lone. Thank you. I have no questions. 

Senator Bartierr. Mr. Barton. 

Mr. Barron. Mr. Cooke, I believe you said you had a request pend- 
ing for service between the west coast and the Hawaiian Islands. 

Mr. Cooke. Yes, that is correct. 

Mr. Barton. If that were granted, would that make any change ir 
your attitude toward this request for joint passenger fares made to the 
Civil Aeronautics Board ? 

Mr. Cooker. No, it would not. In fact, if we were granted a certifi- 
“ate, we would intend to establish a common fare. I might clarify 
a point brought up in Mr. Crossley’s statement. The effect of a com- 
mon fare does not necessarily mean that the aircraft that currently 
operates from the west coast to Honolulu would continue on to another 
neighbor island point. That would be an application of the common 
fare, but that would, of course require Civil Aeronautics Board cer- 
tification of a West Coast-Hawaii carrier to continue its flights on into 
the neighbor islands and that could result from the existing currently 
in process 7'rans-Pacific Route case. But the immediate application 
of the common fare would be to establish a fare first class of $178 from 
any west coast gateway to any one of the islands within the territory. 

The passenger would then fly on either United or Pan American 
from the west coast gateway or Northwest to Honolulu and there be 
entitled, at his option and at such time as he is prepared to do so, 
to travel on by either Hawaiian Airlines or Aloha Airlines to the 
other neighbor island points on which his ticket shows his destination. 

Thus, he would have traveled on both the west coast-Hawaii carrier 
and the interisland carrier. The difference in the fare between the 
combination of the two local fares, United, for example, and Hawai- 
ian, would be shared. That reduction would be shared between 
United and Hawaiian on a pro rata basis. 

As an example, the reduction would constitute a $17.60 fare reduc- 
tion for travel from San Francisco to Hilo over what it currently is. 
That reduction then would be absorbed by United and Hawaiian in 
the percentage ratio of their respective local fares. It would roughly 
amount to United absorbing approximately $15 and Hawaiian absorb- 
ing $2.60. 

Now, in calculating what the potential revenue increase to the inter- 
island carriers is annually, at $1.6 million, that figure already has 
been adjusted to reflect the absorption of this $2.60 portion of the 
joint fare by the interisland carriers, not only with respect to the 
additional travel this would generate, but also with respect to all 
of the current mainland visitor travel to the neighbor islands which 
would, of course, take advantage of the common fare. 

Mr. Barron. In other words, that increase is expected to flow from 
the joint through rate ? 

Mr. Cooker. Yes. 

Mr. Barton. One would have a choice of any one west coast point 
to any one point in the islands? 

Mr. Cooke. That is right, with two airlines. I have been speaking 
of a common fare that is the same. It could be found through a study 
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of this problem which we hope will result from the request for a 
hearing on this subject that a joint through fare that might be some- 
thing greater than what a common fare would be, but less than what 
is currently the combination of the two local fares might prove to be 
the answer. 

It is understandable that the west coast-Hawaii carriers might look 
upon the absorption of their share of this as greater than the gain 
in additional traffic that they might hope to obtain, although I might 
say that 

Mr. Barton. That is the $15 that you mentioned a moment ago? 

Mr. Cooke. Yes, as compared to our $2.60, but you must remember 
that $2.60 on our ticket is as great a reduction to us as $15 is to 
United. 

Mr. Barron. Pro rata distribution ? 

Mr. Cooke. That is correct, but the point I again wanted to bring 
up was that the carriers had seen fit to institute this on the west coast 
and we see no reason why they would not find this acceptable within 
Hawaii. 

Mr. Barton. Thank you, sir. 

Senator Bartierr. Mr. Hoff. 

Mr. Horr. Could you tell us how much roughly the Federal sub- 
sidy to Hawaiian Airlines and to Aloha Airlines runs per year, say, 
for 1958, or 1959 if you have those figures with you? 

Mr. Cooke. Yes, Mr. Hoff. I could first give you the amount that 
has been paid to the carriers over the past 10 years in total, actual 
receipts of subsidy payments have been $3,295,000. In the past 2 years 
the Federal subsidy payments actually received by the two carriers 
have been small. 

1957, $72,000. 1958, $109,000. However, both carriers are currently 
on an open mail rate and each has petitioned and fully expects to 
receive from the Civil Aeronautics Board a subsidy award for the 
year 1958, 1959, and in the future, to cover their need for these periods 
and I would estimate that the amount of subsidy that Hawaiian and 
Aloha together would require for the year 1958 to cover their operat- 
ing break-even need plus a return, would be in the area of $1 million. 

Mr. Horr. For the two of them ? 

Mr. Cooke. For the two together, yes. 

Mr. Horr. Do you know of any place else in the United States where 
you have two local service or so-called feeder airlines operating par- 
allel schedules, both of them on Federal subsidy ? 

Mr. Cooxe. No, this is a unique situation, to my knowledge. 

Mr. Horr. This is the only place in the United States. 

Mr. Cooxe. Yes, it is. 

Mr. Horr. Thank you. 

Senator Bartiert. Is that all, Mr. Hoff ? 

Mr. Horr. Yes. 

Senator Bartierr. Now, you have expressed the attitude, Mr. 
Cooke, of Hawaiian Airlines in relation to the so-called common fare. 
Do you know what United, Pan American, or Northwest would think 
about surrendering $15 ? 

Mr. Cooxer. In 1949, Mr. Chairman, United, Pan American, and 
Northwest, all entered into joint or common fare arrangements with 
Hawaiian and Aloha for this very same program so at that time they 
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indicated acceptance and a desire for such an arrangement and sought 
approval by the Civil Aeronautics Board for that arrangement. _ 

For a period of 3 months, the Civil Aeronautics Board permitted 
a common fare to be in effect here during which time it was making 
a study of the plan to determine whether such a fare structure was 
unduly preferential or prejudicial. As a result of that, they came 
up with the decision that the common fare is unduly preferential and 
prejudicial to passengers who were flying only from Honolulu to the 
mainland. 

The Board in that decision recognized that common fares already 
exist in other areas but they felt it did not necessarily mean that it 
was appropriate here. There have been very significant changes be- 
tween 1949 and today which, I believe, would result in a different view 
of the problem when it is reviewed today. 

At that time there were no subsidy payments being made to local 
carriers, so there was no gain there which would have, I am sure, have 
influenced the decision. 

Senator Barrierr. As far as you know, then, the attitude of the 
scheduled transocean carriers regarding the desirability of a common 
fare plan has not altered ¢ 

Mr. Cooke. I cannot speak for them, Senator Bartlett. I do not 
believe they are as enthusiastic about it as the interisland carriers. I 
know that Aloha feels as we do, that it would be a very desirable step. 

Senator Barrierr. Mr. Cooke, you said the per mile rate is higher 
here than on the mainland? 

Mr. Cooke. Yes. 

Senator Barrierr. And I didn’t quite get the figures that you 
quoted. 

Mr. Cooks. It is 8.56 cents per passenger-mile here and it is 6.88 
cents in the local service carriers on the mainland. 

Senator Barriterr. What if you were to reduce your fares to a com- 
parable figure? Would the CAB be willing to give the increased sub- 
sidy required, do you think? 

Mr. Cooks. I would seriously question that they would, because the 
CAB has worked very strenuously to place the interisland carriers off 
subsidy, and I would say that the carriers here, too, have worked very 
strenuously in that direction, but the Board has in the past in confer- 
ence with the local carriers, agreed to a fair increase which was direct- 
ed to place the two carriers off subsidy so that I would doubt that 
they would now likely consider a reversal of that position and actually 
cut fares in order to increase subsidy. 

However, I could not 

Senator Barrierr. You are not willing to be the spokesman for the 
CAB? 

Mr. Cooxe, Exactly. 

Senator Barrierr. I can understand that. I won’t press. We had 
a common fare plan of a sort in Alaska a few years ago. Alaska Air- 
lines offered the same route from Seattle to Anchorage via Fairbanks 
as from Seattle to Fairbanks and the CAB frowned upon that arrange- 
ment and before long, it ceased. 

If these big planes that cross the Pacific from the mainland, Mr. 
Cooke, to Hawaii, wanted to land at Hilo or the intervening islands 
between Hilo and Honolulu, would they find airfields large enough 
to accommodate them ¢ 
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Mr. Cooxe. Not with the present jet engine. There is a turbofan 
engine that will cut the runway length required and would probably 
make Hilo usable at its current length, but the other airports, Maui 
and others than Honolulu, would not be able to accommodate the 
larger airplane. 

Senator Bartierr. Mr. Cooke, the committee appreciates your ap- 
pearing here for your company and concluding the testimony at Hono- 
lulu on the subject of the legislation as it relates to air traffic. 

Mr. Cooxr. Thank you, we appreciate the opportunity to appear. 

Senator Bartrierr. The Honolulu hearing is about at an end. I 
cannot believe that a Senate committee anywhere has had a more sa- 
lubrious setting for its deliberations and for the first time in my ex- 
perience, it is with a considerable measure of regret that I prepare 
to pound the gavel—if I had a gavel. 

Senator Long, I want to express appreciation to you for having sat 
with us through these several days when important testimony was 
taken from citizens of your State and to express regret that Senator 
Fong and Congressman Inouye were not able to be with us because 
of their absence from the State. I want to express the appreciation 
of the chairman and all members of the committee staff for the cor- 
diality of our reception, the hospitality of the people of Honolulu and 
the value of the testimony which has been presented here and which 
will be considered carefully and objectively in determining what ought 
to be done in respect of transportation for this State, as well as the 
State of Alaska. 

Senator Long, I think it is entirely appropriate that you should 
utter the closing words of this Honolulu hearing. 

Senator Lone. Mr. Chairman, first of all, I wish to express my 
personal satisfaction and I am certain I speak for my colleagues in 
the Federal Congress and the people here in Hawaii, that Chairman 
Magnuson designated you as chairman to conduct this hearing. I 
feel confident that there is not a citizen, a resident in the territory, 
but what feels that he was given a most cordial invitation to appear 
and share his thinking with you and the members of your staff. We 
feel a nearness to Alaska. We appreciate the fact that while the pro- 
posed legislation will be of importance to the Nation, that it is of 
particular significance to the 49th and the 50th States. We will wish 
to continue to work with you and others in seeing that any legislation 
passed will be beneficial to the Nation and beneficial to Alaska and 
to Hawaii. 

So in behalf of the people, I say thank you and Aloha Nuiloha. 

Senator Bartietr. The chairman would want to say to you, Sena- 
tor Long, and to all other citizens of the 50th State, Aloha. The com- 
mittee will now stand in recess and resume its deliberations upon 
this legislation in Washington, D.C., during the 2d session of the 86th 


Congress. 
(Whereupon, at 11:46 a.m., the committee adjourned.) 
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